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ABStR ACT 


PULL implementation sf the Uniform Chart of Accounts 
(JCA) for Department of Defense (DID) medical cperations was 
accomplished by DOD cn 1 October 1979. Both before and 
after UCA implementation, managers of health care delivery 
activities expressed concern about two of UCA's fundamental 
objectives: first, over the appropriateness of uSing UCA 
generated data in making comparisons of internal, interser- 
vice, intraservice, and civilian sector cost performance; 
ard second, oon the use of UCA data 2S 2 mechanism for meas- 
Wring efficiency of operations. This thesis is an at+tempt 
to determine whether the prescribed cost acccunting process 


mesulLtsS in information that can pe used for <h 
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urposes, 
by either managers at the activity lavel, or by planners and 
decision makers at the Assistant Secretary of Defense for 
Health affairs in the fulfillment of its DOD nedical opera- 
pens Oversight function. The major approach is a critical 
analysis cof the data generated by JCA. mie (vem. £225 0NS- of 
the current process are discussei and the conclusions 
reached on the pdaSis of the research and analysis ars 


provided. 
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Ae. BACKGROUND 

In December 1975, the Department of Defense (DOD), the 
Department of Health, Education, and Welfare (HEW), and the 
Office of Management and Budget (OMB) completed the Repor 
pticcdey sealen Gare Study {kef- tj]. The Study, a 
two and one-half year examination o9f the military health 
care delivery system, was commissioned at the direction of 
the President in August, 1973. Areas of concern included: 


1. the ‘ep ecers ted physician shortage" peeSn eng from 
an 2nd of ¢t "DOCE OG Drarc' in 4 


2. The "quality of systems for oe OE! management, 
th Serv 


and evaluation" of the Military Hea Vices 
Syste. 
Se The "increasing | Merierd and Siopore costs” associ- 


ated with provi ding health care to re Mice Sy 
establishment. 


ieee Tne .SOCial equity of ae at Wecuecl eas 6 2rdeconu- 
eee even Rational health care objectives." 
Newer s Phares | 


mine Military Health Care Study (4HCS) contains nine 


Ae 


~*~ 
ey 


ib 


major recommendations "for more affective and effici 


@emivety of military health care services in the continental 


iN 


United States (CONUS) fixed military medical facilitie 


Guring peacstime™ [ Ref. 2: p.1-9]}. The MHCS also criticized 


10 





the “*leck of adequate population, WOLEKLoOadmand cost data," 
and the lack of “comparable information systems" among *he 
Services [Ref. 1: p.7 ]. 

Four specific findings of the study which gave impetus 
+c the creation of the Uniform Chart of Acounts (UCA) wears 
as follows: 


1. Separate and independent infornation systems and data 
bases are maintained. 


Meee D2 tesrtent interpretations of the definiticrs of common 
ied  SLenen cs aremas1 >. 


ms, and non- 


Bee Lnconsistencies, definitional proble 
ivergent output 


comparable inputs provide thre2 d 
modes. 


4. Valid comparisons of systems operations cannot, there- 
fore, be made. [ Ref. sDeat 39 


The MHCS therefore recommended that data be collected and 
information developed in such a mann2r that a cost per bene- 
ficiary could be computed and used as a measure of 
efficiency and effectiveness. As a result cf these recon- 
mendations DOD established 4a tri-service working group in 
July 1976 to develop a uniform cost reporting systen. This 
feewcem, the Uniform Chart of Accounts for Hilitary Medical 


and Dental Treatment Pacilities, was implemented et ten tz 


vy) 
if 


S 


Seees OD +t October 1978 and throughout DOD on 1 Octohe 


™= 


rt 


ie? 9. 
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Picewestatea puspose Of UCA “is to provide consistent 
principles, standards, DOleGewes, defi neetons, and 
requirements for expenses and performance accounting and 
meporting by DOD fixed military medical facilities" [Ref. 2:3 
p.1-5 ]. UCA was also intended to assis= health care 
Managers "in the measurement of productivity, the develop- 


ment of performance and cost standards," the promotion of 


Ncost effectiveness," and ‘the idantification "of areas 
requiring management emphasis" [Ref. 2: p. 1-7]. It was 


believed that these goals could be accomplisned by devel- 
oping common standards for measuring and reporting cost and 
performance data. These standards would also permit compar- 
isons between military treatment facilities, improve the 
Maen-ification of medical capabilities, and improve vceten- 


Bea. areas for interservice support Ref. 2: p.1-7]. 


Be. PURPOSE 

A considerable amount 9f time and effort is required at 
médical treatment facilities to gather and process the data 
required by UCA. Howsver, its appropriate use by management 
at the local activity and by health care planners and deci- 


Sion makers at higher authority has not been fully explored. 


In 1979 Olson @xamined the DUCA data generated by the ten 
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Pest sites to determine 1f meaningful cost-pezrformance rela- 
tionships could be developed which would facilitate compari- 
sons of hospital performance. Several alternatives were 
examined and recommendations were nade which, in Olson's 
Seanion, would make such comparis2ns more neaningful to 
Managers at all levels. [Ref. 3] 

mews the Gntent Of this thesis to criticaliy analyze 
UCA to estimate the value of the information being generated 
and itS aporopriate role as a tool for management control 

\ 

and resource allocation. It is important that the fundamen- 
tals of this system be undarstood by managers 2% all levels 
in order to prevent the inappropriate use or application of 


UCA data in decision-making. 


C. CONTENT 


Chapter If provides a brief discussion of recognized 
concepts in planning and control theory and practice as they 
relate *o UCA as well as a general overview of the obiec- 
tives and processes of UCA. Chapter III examines UCA in 
meemacioOn tO recognized principles sf cost accounting and 
Peoeotaghts the differences and similarities. The analysis 


j 


in this chapter focuses on the valu2 and appropriate use o-: 


UCA data at the activity level, using JCA data generated by 





+he Naval Regional Medical Center, Oakland (hereafter 
referred to as Oakland) as a basis for the examination. 
Chapter IV addresses the appropriate use of UCA data by 
medical planners and decision-makers at the Office of the 
Assistant Secretary of Defense tor Health Affairs 
(OASD (HA)). The analysis focuses on the limitations of cces< 
per unit of output comparisons when used as a measure of 
efficiency and as a cool for resource programming or alloca- 
mero nN. Chapter V contains the conclusions reached on the 
basis of the research and analysis contained in Chapters III 
and iV. Appendices A through D present a technical fréane- 
work of the UCA process providing background to the analysis 


conducted in Chapters III and IV. 


D. RESEARCH APPROACH 

AS a medium for conducting this research the Commanding 
Officer of Oakland nade his facility available as a basis 
for examining the svstem and its appropriate use by manage- 
ment at the local level. Several on site visits were mnadé 
to Oakland +o acquaint tha authors with the procedures used 


in che gathering, processing, and Orting of UCA data. 


i4 


= 


O 


Bieeng ~hese visits, interviews were conducted with both thse 


Gevelopers and users of the data. iMieaca sun. Aan ers 


= 


iD 


}-4- 
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year's worth of UCA data was provided, and was used exten- 
Sively by the authors in the analysis of UCA at the activity 
level. A visit was also made to the Navy Bureau of Medicine 
ema Surgery, Washington, OD.C. Discussions were held with 
Many of the users of UCA data and information was obtained 
Mercaining to the current and proposed uses of the data by 
decision makers. 

A review of the cost accounting literature was conducted 
to determine the extent to which the UCA process cenforms to 
recocnized principles of cost accounting. This teview also 


Of~COSt 


iD 


provided the authors with information on the typ 
data that is considered +9 be most meaningful to managers at 
all echelons within an organization. When combined with ths 
views and needs of managenent obtained from the above 
mentioned interviews, the authors wete able +9 analyze and 
evaiuate UCA information from both the «heoretical and prac- 


tical perspectives. 


VE 





This chapter provides a general overview of some of the 
principles of management control and cost accounting as they 
relate to UCA. The discussion in this chapter proceeds from 
a general discussion of planning and control toa nora 
Beecific focus on UCA aS a cost accounting systen, and 
concludes with a general description of the objectives and 
me orocess Of UCA. The focus proviled in this chapter will 
enable the reader to better understand the analysis that 


mOULOWS in Chapters III and IV. 


A. PLANNING AND CONTROL 

Regardisss of the purpose, structure, or size of the 
organization, all managers engage in a process of planning 
and control. Planning identifies what the organization will 
memand how it will do it. Control provides a means of 
assuring that the results obtainei are *hose that are 
Mesered (Ref. 4: pe2]. Three types 3f planning and cortrol 
found in most organizations are identified by Anthony and 


Her zlinger: 


1. Strategic Planning is the process of deciding on the 
GCs Or ethe Organization and 9n broad stategies that 
are to be used in attaining these goals. 





2. Management Control is defined as «he process by which 
Management assures that the organization carries cut 
its Strategies effectively and efficiently. 

3. Operational control is the process of assuring that 
SUG Seeks tasks ar2 carried out effectively an 
efficiently. [{ Ref. 4: p.2 ] 


UCA is concerned with ensuring that *he objectives at 
each echelon of management ara implemented effectively and 
efficiently and with bringing to management's attention 
those areas that may require increased management emphasis 
fRef. 2: pp.i-7j. The developers of UCA recognized the need 
for management control, as illustrated by the following 
statement from the UCA implementing iirective: 


hagers need current, accurate, and complete quantitative 
a for decision making, Comparing actual performance 
h objectives, an2lyZing significan= deviations, and 


ma 
da 
wi 
taking corrective action {Ref. 2: p.~1-10]). 


t 
kK 
The Uniform Chart of Accounts appears tc be a nanagement 


control system and attempts +o provide managers with 


ability to improve the 


pte 
ts 


information that will aid in the 
efficiency and effectiveness of thea military health care 
delivery system. Although not specifically designed to deal 
Meeh the day to day operating decisions that are appropri- 
meely influenced through operational control, individual 
Meeevicies have the flexibility to design systems in support 
of UCA tha* meex their own organizational and management 
nesds [ Ref. 2: p.~i1-11 }. This issue will be the emphasis of 


Chapter III. 
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fee BYrECIAancyY AND EFFECTIVENESS 

ie wieemeeary Healthe Care Study (MHCS), <=he impetus for 
the development of UCA, identified the need to monitor the 
efficiency and effectiveness of the Military Health Services 
System (MHSS) (Ref. 1: p.88 }. 

Anthony and Herzlinger [{Ref. 4: p.5] have defined "effi- 
ciency" as "the ratio of outputs to inputs, or the amount of 
Sueput per unit of input", and “effectiveness” as a measure 
of how well an organizational unit has met its objectives. 
In most cases a measure 9f efficiency can ba developed by 
mehating quantifiable inputs to quantifiable outputs and 
then comparing the results to some standard that represents 
the inputs that should have been incurred for the actual 
outputs produced. In this respect, UCA attempts to measure 
meccceency by computing a cost p2r unit of output for 
Various inpatient, ambulatory care, and ancillary service 
accounts. These accounts are identified in Appendix A. 


Effectiveness deals with how wall the outputs of an 


organization contribute to the accomplishment of its objec- 


tives and in general is much more difficult to measure. Tn 
Many cases it is necessarily stated in subjective and 
nongquantifiable terms because on poemeG. SEaculey in 
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Quantifying both the objectives of 2n organization and its 


Sutputs [ Ref. 4: p.5j. Theses adentitied Four major 


objectives cf the Military Health Services System: 


V. 


To maintain a Eee Sees nentally-fi+, combat- 
and operationally-ready military force... 


To ensure the timely availability of trained manpcwer 
ana other health resources réquired ¢tc provide support 
tc approved combat, mobilization, and contingency 
peel? Saeenie ist tdsy tOnces, While Matncaining a pro- 
essionally viable and effective (Ee aay reer el. Cal > 
Syeoeem thadters aneiacentive toc the recruitment and 
Beton 2Omeot NeaGn-quarity health protessionals in an 
ive VOilice Sr Miletary force... 


To provide a progran of health services to all 
Sligil Dtesmenaagit Carles aS Cusnently eautherized by 
law, and which has daveloped through practice... 


Loetaintein a System of health Services that function 
feme -eccuivaly and of E=ciently as possiblie and to 
assure the Se rsa AMGmertltotene Weelization of all 
Department of Defenses health resources. 

maets 1s Pp. 15-16] 


UCA attempts to assist in the ccomplishment of the last 


objective. 


C. MANAGEMENT CONTROL SYSTEMS 


Anthony and Herzlinger (Ref. 4: p.14] address four prin- 


cipal 


leads 


steps in the managem2an* control process each of which 
to the next to form a closed locp: 

Programming 

Budgeting 

Operating (and measurement) 


Reportina and Analysis 


ao 





iene 21S a COSt accOoUnet=ng system that relates to the last 
step in this process. 

During the development of UCA the designers considered 
the existing accounting and reporting systems as well as the 
"differences in the military missions, system sizes, 
hospital sizes, ‘fiscal and financial structures, reporting 
authorities, reporting requirements, and other distin- 
guzshing factors" hci 2: OS US Sis i UCA 2 | 
Management control system necessarily imposed upon struc- 
tures and systems already in 2xistance rather than being 
designed to meet the specific needs of each individual 
eeravity. Because of this, the process feedback loon 
between step 4 and step 1 identified above was not systemat- 
ically developed. TiewmeeM= =a cons ih trying £5 force £he 
Serpent UCA structure to complete the loop for use as a tool 


in programming resources will be discussed in Chapter IV. 


D. COST ACCOUNTING SYSTEMS 

"The essence of the management vrocess is decision 
Making - the purposeful choosing from among alternativ3 
ccurses of action to achisve some objective" (Ref. 5: p.4}. 
Management control systems and, more specificaily, Eos 
accounting systems such as UCA, should serve decision makers 


Meehin the crganization. 
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The proper development of a cost accounting systen 


requires a thorough understanding of the organiza*ional 


1D 


structure of the enterprise, the processes that take plac 


Mh 


within the organization, and the information requirements o 


all management levels (Ref. 6: p.65}. UCA is a system that 


asSumption has upon the decision makers at beth the activity 
level and at higher authority will be addressei in Chapters 
III and IV, respectively. 

Mie ShajyOorlty Of literature on the subject of cost 
accounting primarily addresses profit generating enterprises 
fener. 5,6,7 }. The literature that deals with CGs= 
accounting in health care facilities addresses institutions 
im the private sector [Ref. 8,9,10,11]. Common uses of cost 
data inthe private sector include: measuring profit; 
identifying inventory costs; assisting in the development of 
Meeclng policy; GOnesotl2nd Sosts ie B= sDONS TD EaTy 


centers; andeivactasmang FEelevant data for decision making 
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[Ref. 6: pp.40-41 ]. [PepEevate S2=GtOs healzh care institu- 
tions it has been observed that the major ase of cosr 
accounting information has been for establishing and setting 
prices [Ref. 8] and “to insure that all expenses incurred in 
its cperation are covered by the charges to users" [ Ref. 12: 
Bao o |. Obviously, UCA fata has limited application for 
establishing prices for health services within DOD. es 

timarily intended for use by decision makers within the 
Military Health Services Systen (MHSS) aiey aluae2 nd 
performance, measuring productivity, and é«nsuring the effi- 
Gient use of resources [Ref. 2: pp.1-10,1-11]. Although the 
use of cost accounting jiata within the MHSS will not always 
be the same as that for either profit generating enterprises 
or private sector health care institutions, it appnears *hat 
the system design concepts and the actual processes are 


eemilar. 


Es THE UNIFORM CHART OF ACCOUNTS 

UCA was established to provide a standard accounting and 
reporting system for all DOD fixed medical +reatment facili- 
eames that would assist managers in making decisions 
concerning the operation of the Military Health Services 


Systen. ZOmaceouplash this task, Six objectives were 
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established for UCA. Specifically, these objectives were to 


1. a single tri-service chart of accounts 


2. common definitions of workload, cost elements, and 
work centers 


3. a basis for management reports 


rh 
O 
ie | 
ee 


GY. ameans of measuring performance 
a internal comparisons 
b interservice comparisons 
S intrasertvice comparisons 
d Civilian sector comparisons 


5. A mechanism to measure efficiency and cost 


6. A common mechanism for the as 


Signment of overhead and 
ancillary service expenses. [Ref. 2:3 


pea 13 
Medical treatment facilities were given the flexibilit 

to design systems in support Of UGA tha=- fet =the. 
Mma@eVidual needs, consistent with th2 reporting requirements 
or the Office of the Assistant Secretary of Defense for 
Health Affairs (OASD(HA)) [Ref. 2: p.1-11]}. The hope was 
shat this flexibility would provid] nanagers at all levels 
with the ability +o make better decisions on the operating 
activities of the military health car2 delivery system 


feet. 2: p.1-10}j. 


WEA 2S 2 cost accountin Syst2m that identifies th 


iD 


Meeai COSt associated with the medizal mission of DOD fixed 


UW) 


medical treatment facilities, assigns these costs +0 work 
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centers, and through a stepdown 


+h2se costs to a number of 


UCA alsc identifies, in 


costs that are associated with 


tated by the nilitary mission of 


Bevated to direct patient care. 


faitiy detailed discussion of 
informa“«ion 
provides a detailed 
must 


to which all costs 


factor which serves as a basis for 


Appendix C provides guidelines for 


tion of full-time equivalent 


(work centers). 
wane “eloestng of 


be followed in 


expense accounts. 


Berne Eng sproduct of OCA is a2 
information anda Medical Expense 
meray" (Ref. 23 p.17-13]. 


the data developed during the UCA 


is included as Figures A.2 and A.3 
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special progran 
functions that 


mie actiavacry epu 


Jen 


concerning the stepdown nethodology. 


iiccl tea or UCA accounts 


be assigned, 


man-months 


the 


process further assigns 


final operating expense accounts. 


accounts, those 
are nescessi- 
are not 
Appendix A provides 43 
and DrOvVades SSpeECci tic 
Appendix B 
(work centers) 


and the performance 


workload data collection. 


the appropriate distribu- 


=o UCA accounts 


Appendix D provides the sequence which must 


intermediat2 operating 


data base of 


and Performance Report 


The MEPR represents a Summary oft 


meeocess, 2a copy of whch 


of Appendix A. 





The UCA process consists of four basic steps as dépicted 
Meer igure 2.1. Trewrte stews eep 1S the accumulation of 
workload, performance, and cost data from information 
systems that were already in existence prior to the imple- 
mentation of UCA. Although JCA was not designed to alter 
the existing structures of the military medical departments 
and assumed that existing financial and management data 
collection systems were adequate to n2et the requirements of 
Ger, systems that did no= conform were expected to be "modi- 
meed at the ecarliest opportunity" “Ref. 2: p.1-14]j. 

The second step of the UCA process concerns the purifi- 
cation of the data accumulated in st2p one. The purpose of 
this step is to properly align the accumulated data so that 
all costs associated with the medical mission are ptoperly 
Meeorded and, tO ensure that costs not related to «the 
medical mission are recorded in the appropriate special 
peoeg.Lanm account. 

Step three involves th2 processing of the data that has 
been accumulated, purifisd and recorded in the UCA acccunts 
described above. This st2p involves the allocation (step- 
down) SLemcesces se 2OMesupPoOr. and ancillary workcenters 


feeeethediate accounts) "to direct patient care services 
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(femel accounts) and <> those nonpatient care missions 
supported by the medical treéeatnent PACrLievee (Special 
Programs)" [Ref. 25 p.1-14 j. This process is described in 
detail in Appendix A. 

The last step of the UCA process involves the reporting 
Of results. RSeamGesUlt DeetnNe eacctlmtilatzon, puriEication, 
Bee precessing of the data, a number of data displays are 
developed, all of which support the ability cf an activity 
+o compile the Medical Expense ard Performance Repor*= which 
is submitted to OASD (HA). Several of these data displays 
are described in Apvendix A. 

This brief discussion of the DUCA process is intended 


only to provide the reader with a rudimentary knowledge of 


Ww 


EA. If more detaii is needed or jiesired, the reader i 


referred to Appendices A *hrough D. 
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III. EVALUATION OF THE UNIFORM CHART OF ACCOUNTS AT THE 


In evaluating UCA within the Military Health Services 
System there appears to be two distinct levels of management 
and decision making. The: “fees e involves manageme2n* 
processes and decisions at the activity and the second are3 
those at higher authority. USCA is 2 cost accounting systen 
that was bern out of a perceived ne2d at the top management 
levels within the Military Health Services System to be able 


to make comparisons betwaan medical facilities both within 


the same Service and between Services, as a means or meas- 
uring performance and efficiency. It was also intended to 


aid activity managers in making comp2risons between programs 
Meeenan sheit activities [Ref. 2: p.1-13 ]. 

Mhis chapter will evaluate OCA at the activity level 
using data generated by Naval Regional Medical Center, 
Oakland, asa basis for discussion. Because the data used 
m@eenis chapter is specific to UCA reporting at Oakland, the 
Specific examples presented may not anply to all other 
Medacal facilities. However, it is believed that the prin- 


Ciples and concepts presented 32 


ry 
th 
ey 
oO 
Oo 

=adl 
} 4 
@) 
a 
> 
j-4 
(D 
ct 
O 
AY) 
He] 
Ke 
= 
2+ 
i} 
}- 
cr 
ey) 
| 
bg 


28 


health care facility that is subject to the requirements of 


UCA. 


A. RESPONSIBILITY ACCOUNTING VS PROSRAM ACCOUNTING 
Management control systems have two basic types of 
meeOQunt structures: PLoqgeameand t2sponszbility. Program 
accounts collect data on the prograns that an organization 
undertakes and are designed to meet the needs cf planners 
and analysts. The data from program accounts is generally 


designed for three principal purvoses: 


1. To make decisions about the resources that should be 
devoted to a progran; 


2. TO allow comparisons of programs between organiza- 
tions; and 


ae, LO provide 2 basis for fees charged or reimbursement 
for service 
fRef. 4: pp. ~9 no] 


Responsibility account structures classify infornation 
based upon the responsibility centers that are responsible 
for incurring the cost and are designed to meet the needs of 
operating managers. Responsibility account data is gener- 
ally used for the foilowing: 

‘ee lbanning the accivities of tesponsibility centers": 


pee COOrdina=ing the work of the several responsibility 
Csimems os )) an organ 1Zacion"; and 


im CONCLOLLIng the sesponsipbility center manager." 
[Ref. 4: p.7] 
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Figure 3.1 Matrix Jrganization of a Hospital. 


For the purpose of discussion, these two structures have 
been identified separately; howaver, in application «hey are 
closely related. A hospital can be viewed as a matrix 
@emanizaticon which is divided across product (program) lines 
such as medical or surgical divisions, each of which is 


served and supported by common support divisions [Ref. 13: 


moei45-160, Ref. 44: »p.87 j. Figure 3.1 damonstrates «he 
relationship. heees CORGCOD © aintuscctcates =ne close relation= 
ship that exists between program accounts (Gl2nreal 


Seeveces) and other responsibility centers (ancillary and 
support services) Slee OSD. ca.S2t=ing. Pane (Ref. 8: 


p-33] contends that hospital accounting data must be capable 
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LOW esOr 


f) 


of being arranged along organizational lines toc 
responsibility accounting and along product (service) lines 
eo ellcw for product costing purposes. 

UCA appears to be 2 mix of both responsibility and 
program account structures. The final product of UCA is the 
Medical Expense and Performance Report (M EPR) which 
identifies the costs associated with each of the final oper- 
ating expense accounts of Inpatiant Care, <Amnbulatory Care, 
Dental Care, and Special Pregrams. JCA assigns all costs to 
these final operating expense accounts during the stendown 
Beecess and is consistent with th2 concept of a progran 
Bee@unt structure [Ref. 4: p.79]j. 

UCA is also held to be “a system of cost accounting and 
expense reporting that provides management with @ basic 


[Meee work for responsibility accounting" [Ref. 2: p.1-10}. 


meraigrer [Ref. 5: p.156] states that "responsibility 
accounting...systems recognize various decision centers 
throughout an organization and meeace FEOStS... to the 


individual manager who has responsibility for making deci- 
fons about the costs in question." Responsibility accounts 
Beesespond to the organizational units within an orqaniza- 


me «|6C fd Ref. 4: pe 581]. A review of the UCA accounts 


a 





cl 
es 
@M 
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(D 


contained <a Appendix B indicates that many of 
Mmecounts correspond to specifics organizational units. 

If UCA is to be used in both th2 context of program and 
responsibility accounting, the distinction between the two 


Beeuctures is important. Although programs and responsi- 


UV) 


bility may be synonymous at the higher level within the 
Military Health Services System, this may net b2 true as one 
moves lower in the organization to the operating levels. 
For example, Internal Medicine is a final cperating 4xpense 
meeeount of UCA, yet there is no distinct single resvonsi- 
bility center associated with the entire Internal Medicine 
program. Ward personnel comprise 23 significant portion of 
+he resources required to care for oatients adaitted by the 
Internal Medicine Service; however, because of the matrix 


@eganization cf the hospital the doesnot Gene  “Undereaene 
g P ’ y 


D 
) 
s 
} 4. 
D 
th 
oO 
+ 


mManagemen* control oor r2sponsibility obaiieds 
Internal Medicine. Micha WGheene Litercnal Medicire Ssrvics 
May consume resources from many different areas and the cost 


@f, providing those resources is allecated by UCA to th 


wv 


iiesrnal Medicine subaccount (UCA account AAA), neither th 


Dp 


Mewes Of Internal Medicine nor the physicians within thse 


Bemeyece have any direct control overt <zhe operation of the 
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ancillary and support work centers that provide these 
services. While they may control the number of laboratory 
tests Or x-Tay 2xams that they order, they do not control 
the costs of providing these services. 

Both program and responsibility structures appear to 
have use within @ military health care facility. A 
Commanding Officer may find program information helpful as 2 
tool for identifying programs whos unit costs appear to be 
Smee Of line with other programs at the facility o> with 
Similar programs at other 2eto | deaag, H2 can then investi- 
gate siaqnificant variances and take appropriate corrective 
q@ecion. The responsibility structure should be useful to 
beth <he Commanding Officer and lower level managers in 


evaluating the performance of individual work centers and 


~- 


Memes CONtTi bution to the total cost of operating the 
Sacility. However, the decision t> use UCA data to assist 
in the management of an activity is »sne that must be made by 
activity managers. 

The balance of this chapter will examine UCA 4s 


currently implemented at Oakland ani evaluate its potential 


Memes DCth a program and responsibility accounting systen. 
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eee COSsl OBJECTIVES 

Pore -sto sUpPOre tne decision process, Managers must 
determine and define cost objectives. Cost objectives 
should include "any activity for which a separate mneéasure- 
Meme Of costs is desired” { Ref. 5: p. 20}. Although UCA has 
identified a set of clearly idefined cost objectives (work 
centers), cthey appear +o be designed to support +he deci- 
Sions and needs of higher authority. I£ UCA is to be useful 
+o managers at the activity level, the cost objectives must 
support their needs as well. 

For the purpose of making comparisons between facili- 
ties, the vorogram structure of the work centers identified 
by UCA may be mneéaningful. However, for the purpose of 


Managemen* control at the activity lavel, the development of 


}4> 
ct 
t4e 


add onal work centers or cost objectives that more closaly 


= 


Beerespond to the organizational tLineas of Poe Cee 
Within the facility may b2 beneficial. For example, «hs 
Pees Of Operating a ward at Oakland is assigned to the 
Medical or surgicai cost centers on the basis of the 
Seempecd bed days attributed +o the particular services. 
However, the operation of the ward is organizationally the 


Beeponsibili+ of theme chict Cl meIUESI PG | Secvece. An 
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te 


MeeGeunting teport to identify the unit cost per occupied bed 


day on the ward may be benaficial in evaluating *the perfo 


4 


n- 
ance of the ward. As stated earlier, JCA allows individual 
activities «he flexibility +o design systams in support of 
UCA "+o accomodate their own organizational s*«ructures and 


Management reporting needs" (Ref. 2: p.1-11]}. 


eae CLASSIFICATION OF Costs 

In order for cost data to be useful to manaqement, costs 
must be classified. Whila there are a number of ways that 
this can be accomplished, classifications that are commonly 
used in the health care setting include the following: 

fe) tixed Ort varzable costs; 

ee wWnHit costs; and 

Pmeepcltec: OF Indirect costs. [Ref. 10: p.7] 
Each of these will be discussed in turn. 


lm Fixed of Vatiable Cost 
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Meeween fixed and variable costs can be useful i 
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how changes in activity or volume of a cost 
meeeece “he *ctal cost. "If a given cost changes in total in 
Peoportion to changes in activity, it is variable; if a cos: 


remains unchanged in total fer a given time pericd despite 
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muge fLiluctuations in activity, it is fixed" {Ref. 5: p.21]}. 
UCA makes no attempt to differentiate between fixed and 
variable costs. As a result, the us2= of UCA data to predict 
total costs based upon changes in workload or activity ar2 
very limited. 


2. Usit 


[O 
O 
Te) 
ict 
ln 


Unit costs represent the average cost per unit of 


measure and include both Variable and fixed costs. A 


j4« 
J 


distinction should be made between these types of cost 
Maye analysis of unit costs for ths purposes of decision 
mecang { Ref. 10: p.12 }. MoOrngscne Refs s7) p. Za) notes that 
a "common mistake is to tegard all costs indiscriminantly - 
as if all costs were variabis costs." For this reason, the 
anterpretation of unit costs must be fone with caution. For 
example, it is incorrect to concluda that because Oakland's 
Seem per occupied bed day (OBD) for Cardiology is $276.76 
mpeeeeeeach additional Cardiology OBD will result in an incre- 
Mental cost of that amount. A Ome Oumer tne. cost is £2 ted 
(depreciation, housekeeping, police and fire protection) and 


wee OCCUr regardless of an in se in workload whils 


() 


(Py 
peu 
7 


a 
omeeenes portion (laundry, medical supplies) will only occur 


Pmt oc: relation to an increase in OBD's. Because UCA 
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Beccions of unit 


7e2s limitation 
concerning the 


program on total 


entiate between tho 


costs, uséers of JCA 


mie OEdem sO avon 


effect of changes in 


GOSE Ss. 


Se 


fae d Hana. Variable 


data must recognize 
roneous conclusions 


the activity of a 


Caution must also be used when using JCA unit costs 


as a basis for evaluating the efficiency of responsibility 


centers. For example, Figure 3.2 represents an average cost 
(unit cost) curve for a hypothetical werk center and is 
comprised of both variable and fixed costs [Ref. 14: 
pp. 187-191 j. It specifies that as outpu= increases, thé 
cost per unit of output (average cost) will decrease. The 
output measure that corresponds to the lowest point on «ha 
curve represents the level at which the cost per unit of 


output will be the least. Yowever, it does rot necessarily 


represent lowest total cost that could or should be 


@erarined. For illustrativ2= purposes, consider rigure 3.2 to 


Mm 2a hypothetical clinical Pathslogy department in 4 


hospital with a 


procedures (W/2), which is the UCA output measure for clin- 
fea pathology. Ween aneoutput ct 10,000 W/P's the 
Memiartm@en: haS aiunit cost of $4.90 and a total cest of 
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Cost per 
Una: of 
Output (5) 


B A Quantity of 
7,000 10,000 Output (W/P) 


Total Cost at A = 10,090 X $4.00 = $40,000 
metal Cost at B = 7,009 X $5.29 $36,400 


ae 


nn ES Se 
Figure 3.2 Retatiwousnip Of Unit Costs +o Total Costs. 


$40,000 (10,000 XK $4.00). With an sutput of 7,000 WyPts the 
MmemecOSt 15 $5.20 and the total cost is $36,300 (7,000 X 
$5.20). If the responsibility centér manager is being aval- 
uated on unit costs, there is an incentive to increasea 
output (workload) tc drive down unit costs whether or not 
me CUZ PUT is actually raquired. Mhe, GClen2c4al Pathology 


Department has an incentive to produce 0700 Osean Ps 
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regardless or the total cost of doing so because the unit 
cos+ is lower at that output than at 7,000 WyP*'s. An evalu- 
ation of unit costs could be misinterpreted as an increase 
me efficiency while in reality, unnecessary workload is 


adding *o total costs and resulting in inefficiency. 
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Mmemacra to the ability to trace acos= to a specific func- 
mon, cost center, or product. GQstoeehat=een be traced co 
a sinaql2 cosz objective are direct costs. Gpsts het ars 
mieurred by two or more cost objectives are indirect ccsts 
and must be allocated using some acceptabl2= allocation 
method. Indirect costs should be allocated on the basis of 
some identifiable causativ2 relationshio to the cost objec- 
eevee (Ref. 4: periee Diveeet Sand 8uditect: sostS can bs 
Buehner classified as fixed or variable to provide nore 
precise information conc2rning ClSa=eochavaisr [ Retcali0s 
p14}. 

Wenwclasstf1es Cost as Gl€hear direc® or indirsct ani 
fem, arter an allocation stepdown process, <scomputes unit 
@ests. Mmigseec@s<S ascementcially designated es direct costs 


of either an intermediate or final operating expense 


Be, 





@eeount. Cests included in the intermediate accounts becomsa 
indirect expenses of the final operating e¢xpéense accounts 
after stepdown has been completed. 

The classification of JCA direct costs is determined 
more by the ability of the data colléction system to accunu- 
Meee Cost directly by work centers than by the nature of the 
cost itself. UCA data for Oakland shows that not all subac- 
counts within the Inpatient Medical Account (UCA Acccunt AA) 
have physician salaries identified wit them even though 
meer Leport workload and compute a cost per unit of output. 
For example, the Neurology subaccoun* (UCA Accoun* AAJ) 
shows a workload of 1313 occupied bed days and a cos* per 
Becupied bed day of $212.73. However, the Neurology subac- 
ccunt shows no direct expenses and no physician salaries. 
Physician salaries for inpatient Neurolecgy appear to be 
accumulated in some other inpatient subaccount. The same is 
eee for several other subaccounts within the Inpatient 
Medical Account. Although these discrepencies nay be caused 
by the difficulty of making accurate determinations cf wheres 
@ physician actually spends his *+ine, Piece oul teu th a COS* 
Meee 2S normally considered a direct expense [f Ref. 10: 


pp. 35-43, Ref. Ze Deaoelc poebeens “Gascregarded in ‘tha 
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eompilasion of costs for some work centers. En e2ddit2zon, 
Dhysician salaries for some of the ambulatory clinics at 
Oakland are recorded as direct expenses of the subacccunts 
while others are not. Wo bicasy = OnySician salary costs for 
Mey7GYN Clinics are placed in a cost pool for later allcca- 


tion while in the case of surgical clinics these costs are 


j-- 


dentified as direct expenses for the appropriate subac- 
count. Because of the varying methods of identifying ccsts, 
cost categories take on different meanings between similar 
program acccunts. @me usstulness o£ the classification of 


direct or indirect cost becomes questionable unless like 


}+- 


costs are identified diractly with comparable subaccounts. 
This becomes particularly relevant when making comparisons 
between prodqrams (services) within facilities or bstweer 
meee lities. The greater the number of costs that can be 
meee aitfied directly with a specific work center, the mors 


valuable will be the information *hat is produced [Ref. 10: 


pp. 33-43). 


De. ALLOCATION OF COSTS 


Bee sSential facet of aay cost acccunting s 
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Peeeeecat.on [Ref. 5: p.495]. In SCA cost allocation is “he 
process of distributing overhead and ancillary service costs 


memcme final operating expense accounts. 
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UGlewallocaszes two distinct groups of costs to the final 
operating expense accounts during the stepdown process. The 
first group is support services which for the most part are 
indirect overhead costs over which individual work centers 
Mave izttle direct control. The second group is ancillary 
Service cos* which includes clinically related services such 


fewpnarmacy, laboratory, and radiology. This group of costs 


is directly related to the treatment of the patient and 
influenced by managers of clinica work centers by the 
amount of service they use. UCA allocates support services 
first and ancillary services next. Because the allocation 


Of both groups of costs occurs sSinultaneously during step- 
down, «he cost data that is available for analysis mceves 
meemed S~age of identifying only a portion of what should be 
classified as direct costs to a cost figure that includes a 
@emoanation of both direct and indixect costs. If the cost 
data is going +o be meaningful and useful +o managers, <he 


lad 


th 


erentiation between direct and indirect costs should be 
Majntained during the stepdown process and displeyed as such 
Of interim management accounting rceports [Ref. 10: p.45]. 


feeagren [ Ret. 5: p.162] netes that 2 common complaint of 


§ 4+ 


Managers is that they are unfairly charged with costs over 
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which they have no control. He concludes that "andiscrimni- 


nate cost allocations may undermine the confidence’ of th 


() 


managers in the entire system." 


Ee MANAGEMENT REPORTS 


The Computation Summary, the Detail Unit Cost Report, 


() 


and the Medical Expense and Performance Report 
(MEPR) (described in Appendix A) are the final reports gener- 
ated by an activity at the completion of the UCA process. 
MeamUCA iS to be useful for respensibility accounting, one 
would expect the manager of a work center which is reported 
on the Detail Unit Cost Report to be able to make some 
judgement oon the relatives efficiency of his work center 
based upon the data given. For #x3aple, ehe Detasiauinat 
Cost Report generated by Oakland identifies th2 costs asso- 
Gaatead with Diagnostic Radiology (UCA Account DCA), as shown 
maereble T . However, when one scrutinizes the costs repre- 
sented in ¢ach category, it becomes obvious that, as a tool 
memem@ecasure the voerformance of diagnostic radiology, the 
information is of questionable value. Ne. =i5St.ceo. umusor 
membre IL displays the costs that ar2 combined +o create the 


Beeat Of Direct and Support Expenses, shown on Table I. 


tZ 
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(D 
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Costs include not only e2xpenses for Diagnostic 
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Detail Unit < ort 


Oost Re 
AVREGM 
Peeect and Support Costs 


Ancillary Costs 


DCEN Oakland 


PABLE LT 


Diagnostic 


ae Ology (DCA) 


al 
= 81 


Rad 
-19 
Sou 72365 


093.97: 


Total Expense S220 355 

Ancillary Workload 395,823 

Cost per Unit 6.6982 

NOTE: The , rem ancillary costs _ in this case refers to 
Post oetnatewese COllectsed Ym a sadiology cosz. pool 
eeamincruges COMpOnS nts Of both direct and allocet- 
ed costs. 

Beaeeology at the core hospital but also «he costs for 

memology Services at ths nine outlying Branch Clinics o£ 

Oakland. Table II also displays the costs that are combined 


to create the 


Pyelad Of costs that are ni 


of the performance of Diagnostic 


mryuLres becomes difficult. 


the Computation Summary ¢ 


components of the costs; 


Mem ited information. A c 
Beas ars included in <=he 
port requires a tediou 


TOral OL anc 


tilary expense. Because of <he 


xed in the totals, an evaluation 


~ 


Radiology based upon these 


Tenis possible for one to go to 


J ee rtecne> ansight anto the 
however, that report contains very 
Siew wewune=2-Standing of the costs 

G2aucmeona fe. Veta | Uni= Cos* 
Seend= =20N> Consuming process of 
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Total 


mim 5 UpSOrt 
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Ancillary 
Expense 
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memrowing the costs through <=he UCA St2p 
tallying each category of cost. 1 ue ae 
this discussion to advocat2 «hat all cos 
in minute detai Srvc k yy OUTDUS Seporcs 
Should be categorized and displaysi ia 
us2ful ‘*o responsibility center manacer 
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Managers within an activity in evaluating the performance of 


responsibility centers. 


Fe. CONTROLLABLE VS NON CONTROLLABLE COSTS 

The issue that will be addressed in this section 
concerns the costs that should be assigned +o the manager of 
@ responsibility center to provide an indication of how well 


fering views 


rh 


he is discharging his duties. rhere are @di 


iD 


Pemecerning the kinds of costs that should be included in th 


tf 
in 


+ 


Ul 


Bemoerts Of a responsibility accounting system. The £1: 1 
mage Orly those costs that are direstly controllable by the 
Manager of the responsibility center should be included and 
is the position taken by most advocates of responsibility 
accounting [Ref. 5: p.161]. Roe ae Ot COSt asmcolt ror 


lable if the amount of cost incurred in or assigned ‘*0 4 


Merpeonsibpility center is significantly influenced by the 


ct 
oo i 
Mm 


actions of the manager aba EespOns DIT cy Ccanesr' 
ieeee. 45s p12]. mvewcsiecoud oS senate Nenconzrollabile costs 


that are indirectly caused by the existence of the responsi-~ 


{-- 


bility center should also be pelua=d.. The purpose of «he 
Marmeeer 2S +o force the manager to try to influence, in a 


positive way, costs being incurred in other responsibility 


centers. In any case, contcollable and roncontroliabie 
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costs should not be mingled indiscriminately on responsi- 
Mmeercy accounting reports. Raf. 5: pp. 161-162} 
Tieessd@ascancei1on between controllable and noncontrol- 
Mepis COSts is not clear in the UCA reporting system. Tt is 
often difficult to separat2 costs th2t are controllable from 
those that are not. The Chief of Radiology Service has 
responsibility for the Diagnostic Radiology work center; 


however, as seen in Table II , he has vastly different 


Ww 
f4> 
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t~ 
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Qu 
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cr 
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ct 


degrees of control over the costs that ar 
mecount. He may have a great deal of control over direct 
expenses; he has a limit2d amount of control over material 
services and laundry expenses based upon his use of these 
Semyvrces> and he has virtually no control over fire protec- 


meron, POlice protection, or plant management. dowever, they 


ara all grouped together, Wilevoeme dL EEerenczat aon, un che 
Beeati Unit Cost Report of UCA. Table TII illustrates «he 
way the cost data could be displiyed. thes) St Luccurs 


provides cost data in more detail than the Detail Unit Cost 
Mmeege. yet groups data ints controllable and nonconxrolleble 


d 


rh 


f2» 
«D 


catzgoriss. Branch Clinic data has also been 2xclu rom 


determina- 


Le 
5" 


Table III and could be displayed separately. 


meme: which categezies 9f costs should be included under 
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TABLE IIT 


p -snest ic. Rad toqy - Cs Seale ey Expenses 
- NAYREG Oakland (Core Facility) ~- FY-1981 
Direct Expenses 
Diagnestic pags oFegy (core Pacility) $ 470,377 
Radiology Cost Poo FS) Sy Coy O)s: 
Total Direct Expenses _$1,265,980 | 
Allocated Costs = Controllable 
Word Processing SS Oy 1 S10, 
Material Services 64,121 
Biomedical Repair co. Col 
Linen and Laundry ZO, 794 
Total, Allecated = Controllable Be 2, 
_ Costs = Noncon ee Jv2rhead 
O=al AlLteocaced - Nonce dlliable __ $283,980 | 
GRAND TOTAL Steoat, 1334 


ww om eee Oe ee ee es ee 
= ew ae ae eee ee ee ee es 


fmremeneading of Allocated Controliabl= Costs is best left to 
the discretion of individual activity managers because there 
appears to be a Significant amount 29f subjectivity in this 
SeecsSification. Similar displays could be developed for 


each responsibility center. 


fee cOST POOLS 
Mmemy individual costs cannot be directly identified with 


@ Specific UCA account 22 subaccount and are therefore 
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meepea Into COSt pools prict to allocation. cree use of 
cost pools allow for the assionmen On «GOs cs tomcos. Ob jSc- 
Sayes Without the cost oor effort of identifying each 
individual cost with a specific account [Ref. 5: p.529]. 
Oakland has established a number of cost vooois for its inpa- 
meemnt wards, ambulatory clinics, ancillary services, and 
command and administration. These cost pool accounts are in 
aaa at ion ZC the standard Qacsounts and Subaccounts 
estabiished for ab) UGA users. Table IV provides 
meer ®@acsOn on the ¢eize 9f 2ach of these cost pools at 
Oakland and the amount of direct expenses assigned +o then 


BeeeetoOm —~O the total direct costs assiqned to the rela- 


ae 
i | 


sgl 


iD 


tive final operating expense account. 
These cost pools are establish2d to pool costs that 


could not be easily assigned to some other intermediate or 


i=) 
(D 
ee | 

r 


final operating expense account. Although the establish 
of cost pools make the assignment 2Ff costs a much easier 


process, it may also dilute the usefulness of the data. Th 


iD 


pooling process results in an avéraging of ccsts and 
Meee Dy € loss of accuracy (Ref. 5: p.529}. Ada SCs 


costs assigned to a cost pool become averaged over the other 
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Meeounts durirg allocation. Although some costs are neces- 
Sarily accumulated in cost pools, they should be minimized 
memecrder =O reduce the loss of accaracy in the final unit 
Ges. figure. As seen in Table IV, the us? of cost pools at 
Maerand is widespread and the degree to which the cost pools 
memresent a Significant portion of the total direct cost for 
a particular area is wide ranging. 

Oakland uses cost pools to accumulats the costs associ- 
Seed with the operation of its wards. For 2xample, «he 


Medical Inpatient Cost Pool (UCA Account AAXA) includes, as 


direct expenses, the salaries cf tha nursing staff and ward 
supplies on all Medical wards. Ree eoeeeeceaying its ~adlo- 
cated share of support and ancillary service cests, the 


Meagecal Cost Pool is allocated +5 the final operatin 


iQ 


expense accounts. By aggregating ward ccests into one cost 
eet and then allocating the total cost over the various 
subaccounts on the basis 9£f occupiei bed davs, any differ- 
ences in the intensity of cara provided to different types 
@e Patients is lost. Map deneral, one would expect -ursing 
personnel on Oakland's Medical wards to devote nore time ver 


Occupied bed day to pulmonary/upp2r respiratory disease 


cr 


WV) 
ee 


Patients than to dermatology patiena however, by vpocling 
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Peeetnen alicocating ward costs, e¢ach type of patient causes 
an equal amount (average amcunt) of cost to be assiaqned to 
their r2spective service. Witlbe 1-) 1S cTeceqmazed Ghat thse 
use of cost pools may be necessitated by «he difficulty of 
differentiating between patients assigned to a common ward 
but different services, managers should be aware that 
Meeetences in the intensity of care for different patients 


ar2 not reflected in UCA unit cos= data. 


He. STANDARD COSTS 

The use of standard costs is a centrol device ‘that is 
widely used in the business community but has received only 
feam2cted attention in nonprofit organizations such as hospi- 
tals [Ref. 4&: Demo |. "Standard CCStsm ere Cascruliy 
Meedgetermined costs; they are tarjye* costs, costs tha+ 
Should be attained" [{ Ref. 5: p.1865]. Scateurs COsts Ldaen— 


ey as 


oO 
ty 
cr 


ey HOw much cost should be incurred for any p 
program, task, or unit of sSutput. They can then be compared 


memectYial costs and used i 


J 


evaluating <t*+he causes of any 
variances [Ref. 5: p. 187}. 

While the use of standard costs in a manufacturing 
process have been well developed [Ref. 6: pp.544-612], the 


use of standard costs in hospitals i rare. heres 


() 
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Becogn2zed that because of “he complexities of the health 
care industry, «he development of standard costs in hospi- 
tais is "a difficult and complex task." However, standards 


can be a meaningful tool in measuring performance [Ref. 10: 


(D 


peo? |. Por example, a standard that identifies the appro- 
priate amount of nursing labor per patient on a ward ora 
Peamaaercd that identifies the appropriate direct cos+ for 
each laboratory procedure or radiology exam would be useful 
for making compariseons with actual costs and then analyzing 
meee Variances. 

There are several nethods that can be used to develon 
standard costs. Standards can be developed using industrial 
engineering methods to determine basic tasks and associated 
Eests. Frank [Ref. 15: p.34] cites a study conducted at 
Johns Hopkins University Hospital which detailed the costs 
Meeeec-aiv.ties cf <he medical staf£ in the obsts+rical 
services. Another method involves the use of statistical 
regression analysis which models cost as a functicn of one 
Or more variables [Ref. 15: p.34]. A third method invelves 
Bemecempar:SOn Of costs =5 those "incurred by other similar 
Seqemeogat Ons over the same period of time" (Ref. 15: p.35}. 


This 1s ‘the approach taken by UCA for comparisons between 
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felictary health care facilities, the merits of which will be 
Meacussea in more detail zn the following chapter. A fourth 
method involves the use of internal performance data to 
generate standards based upon averags performance for ¢ach 
work center. Herzlinger, Mcore, and Hall [Ref. 9: p.241] 
used the latter method in evaluating a community health 
S=n cer. Although they recognized that the standards that 
wers developed were averages and did not represent an 
optimal input-output relationship, they did provide a méan- 
ingful benchmark for managers *9 assess ‘their relative 
performance. 

While it is beyond the scope of this thesis to develop 
standard costs using any of the described methodologies, ix 
appears that the development of standards sSimiler to he 
last method described could be #2asily accomplished by 


tndividual activities as a means of evaluating ‘their rela- 


th 


tive performance. A standard as simole as costs per unit o 
meme FOr the previous ascsourting pericd could be used as a 
basis fer demonstr HG@ <> the Manager his relative pexsforn- 


ance over ime. 


In using a standard 4s a mean 


if 


Sf oat actual -cests 


tO the amount that should have bee PwcWEmed SOL 4 G2. 7en 
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@acout, on] must recognize the limitations. Anthony and 
Pommange: (Ref. 4: p.5] point out {hat while standards may 
be useful they are never perfect for two reasons: 


1. Recorded costs ar? not a precisely accurate measure of 
resources consumed; and 


2. Standards are, at bast, onl keene 8 measures of 
what resource consumption idsaliy should haves been in 
the circumstances prevailing. 


f+. 


The use of standards would help +o make UCA infotmation 
more meaningful and understandable +5 operating managers and 


would provide a basis for examining and avaluating specific 


work centers. 


toe) SUMMARY 

This chapter has examined JCA at the activity level and 
focused on how the data generated by UCA can be useful to 
health facility managers. Although intended to provide 
useful information to all 2chelons of management witain the 


Military Health Services Systen, UCA, as currently imple- 


mr 
WV) 


Mented at Oakland, appea to be of limited use to managers 
Semeemte activity level. JUCA is a cost accounting system that 
momen ~ended =o provide full costing for a number of anedical 
Beecgeams, identified as final operating expense accounts. 


in attempting to meet the reporting requirements of UCA, the 


emphasis has been on identifying all costs with these 





mececunts, PomeneurpGccs2™ ne Gf providing meaningful 


Meertul information to activity managers. 


=| 
fv 


has the potential to be a valuable 
responsibility and program accounting 
if properly developed and structured 


ingful management reports. 


agement 


at the 
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UCA-qenerated data 
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‘erent he advent of he Unitcrm Chart of Accounts , it 
became possible to relate a measure of output to an estimats 
BeeactUcel expenses incurred in the Form cf a cost per unit 
Memecutpuc. Such intormation could be used to acccmplish two 


Ge nSsorne = on whieh 


}?- 


‘D 


of the objectives of UCA: ie <Co SLoOV 


f 


would facilitate comparisons between and among the health 
care facilities of the thrae military services and hospitals 
an the civilian sector and, 2) +0 provide 4 means for neas- 
uring che efficiency and SOsea Ot:  CD=raetOns _ [ Reft.y 2: 


Dal - 13]. Since the inception of JCA there has been a areat 


7) 


deal of speculaticn, especially on the part of the heaith 


OO 


care managers of the military services, over the type of 
subsequent decisions that would sr could be made by the 


Seeece Of <he Assistant Secretary of Defense for Health 


(t) 


Affairs (OASD (HA)). 

Some insight was provided in an OASD(HA) agemorandum to 
*he Surgeon General cf =he Navy dated 22 October 1981, which 
States that "DoD medical planners will undoubtedly come to 


=Seiy upcn JCA for a broad range of pricing and resource 
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programming decisions" (Ref. 16]. Tt has apparently been 
assumed that by establishing “uniform performance indica- 
TOTS, common expense classifications by work centers, anda 
cost assignment methodology" [Ref. 2: Seleoi, GCA wii 
permit planners and decision makers at higher authority to 
make comparisons of costs per unit of output, and thus 
determine the relative 2fficienciess of hospitals. ial 
theory, such comparisons would facilitate the identification 
of hospitals whose cost per unit of sutput was significantly 
higher than average ard, as aresult, decisions could then 
be made regarding the reprogramming or reallocation of 
Mmesources in an effort to bring “he cost per unit of output 
Mmeeeeane With other more efficient facilities. tae t hes 
light, UCA data becomes a potentially powerful management 
meee f£O= the OASD(HA) oversight function. 

However, UCA data must provide ths appropriate 
information required for such resourc2® programming and 


e 


Cally, an] Guestions 


mBeseurce allocation decisions. Speci: 
which must be answered are: SatweemncOs= Coren. = Of OU Dus 
be considered a measure of efficiency in hospitals; and, Can 


cross service comparisons legitimately be made based solely 


SemucA data? The purpo 


(Id 
ip 


Sac chapee= 25 <O answer these 
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questions by evaluating the value sf UCA as a management 


Sentrol tool for use by OAS D(BA) in its DOD medical overa- 


ct 
} te 


ons oversight function. 


A. THE MEASUREMENT OF MILITARY HOSPITAL OUTPUT 

Since, under UCA, the cost par unit of output plays 2 
major role in making hospital comparisons, it is necessary 
to €xamine the manner in which output is méasured, or more 


appropriately, approximated. Pheetarner Ga whech Costs are 
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BeeerMined at the activity ve bey tae Cost ailocetton 
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process has been discussed] in the vréevious chapter. This 


th 


BeetitOn will, therefore, address tha issue of output meas-~- 
urement and the relationship between costs and output as 3 
measure of efficiency. 

Peere> =O the development of the Uniform Chart of 
BMesounts, the Composite Work Unit (C¥U) was the means by 


which military hospitals attempted ‘to measure sutput. The 


number of CWU's generated by a hospital was determined by 
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Sie -eveseje Dally clinic Visits 
fexeft. i772 ps. 3] 


Although the services hav2 used the CHU since 1956, it was 


(D 


generelly recognized as an inferisr measure of hospital 
Sue Dut. Pepe hasty  SshOrecOM=ngs wets thet zt did not 


Wemcl= CGic Rot 


my 


reflect the full range of hospital activities 
B@eoun: ror “case mix" and intensity of care differences. 
Simply stated, «he CWU assumed that all patients were «the 
Same, Since it did not recognize that some health care prob- 
lems are more complex than others, and that complex cases 
consume mor health care resources than Simple, uncompli- 
cated cases. Consequently, tha cCWU made 1t virtually 
mapessible to develop méaningful cost per unit of outou* 
relationships useful in making comparisons of hospitais. In 
addition, as a measure of oOutout, the CWHU was sasy to manio- 
ulate. Hospitals could increase <ctheir aoparent ievel of 


cutput, and hence their budget, merely by 


AY 
Os 
=] 
+! 
ct 
ct 
i~ 

‘Q 

ll 
re 
ct 
;? 
iD 
ra | 
ct 
wi 


who could b2 treated on an outpatient bas 
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Patients in the hospital one or two days longer than nedi- 
cally necessary. Piemuipacouot weslch Menipuiat iors on cest 
Bemeunit. Of OUtpUt comparisons is diiecussed later in more 


DeevweS echo Enh. Samolistic CHW 
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fet d- 1. Another prob 


60 





MeeerMation was submitted +o Congress as part of the 
Pessident's Budget Submission and, despite its recognized 
shertcomings, Congress used the CWU 3s an indicator of effi- 
ciency and as a tool for making buigetary decisions. 

These shortcomings of the CNU ware supported ina 1980 
study, cosponsored by oIJASD(HA) and conducted by “ghe 
Department of Mathematical Sciences, U.S. Air Force Academy 
pRef. 17}. The Study, which develoved an alternative +o the 


enti called the Health Cars Unit (HCU), states: 


MoomeeNG haS “come UNndSr criticism Since its inception, 
largely resulting fae oc OucL Ma Sd USe ia ppl cat. ons 
for which it was never intended. It is not reasonable to 
expect that a weig ead sum of four variables, whose 
weights were developed 24 years ago, should be both the 
primary indicator of Oe output and a major deterni- 
Mant in the allocation of manpower and monetary resources. 
f Ref. 173 Dol 


The difficulty of developing 2 measure of hospital 
Sieput :s not to be underestimated. Ruchlin and Leveson 
State that “one of the most complex aspects" of neasuringd 


Meseiscal output is accounting for case mix differ 


a7 


neces 
Meet. 18: p.309}. Decy fisrhewe SOLAs OU that while a 
considerable amount or work has gone into attempts to 
develop an accurate methodology for neasuring output, very 
few of chem "fully develop measures that reflect the impli- 


cation of variaticns In case mniz oon enor S 


resources" [{Ref. 18: PeoO is This view is shared by 
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Dumbatugh who states that one of the fundamental difficulties 
encountered when trying to compare different hospitals bv 
Mm~eires of efficiency is that adjustments for the hetero- 
geneity of patient mix must be considered [{Ref. 19:3 p.215}. 
Dnewacu, as developed in the above mentioned sindy, 
attempts to measure hospital output and, +o some degree, 
account for case mix differerces by using "a linear combina- 


mn, Oc weighted sum, of the 25 performance factors which 


tJ 


138 and 


ip 


Maem ce pOrted in Part 1 39£ the UTA Medical Sxp 
Performance Report" fRef. 17: eo lA ae In essence, =e 


ifferent weights assigned to e2ach of the performance 
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Bacctors are “relative values" which attempt to reflect 
1fferences in resource consumption among various hospital 


activities. The HCU, for example, recogniz?s that more 


(v 


fme@eeal CTesources are consumed by a surgical inpatien*+ «han 
are consumed by the typical nedical inpatient. Tove EPECUTs 


SOE 2 hospital ate calculated by tha following aquation: 
Y, 


Ww 


Occ .ne0S = al 2 
1 


i. 


Woee— =he-Welghting factor associated with category i, 
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Ps ve ME bor OL Derronmance factors df category = 
[Ref. 17:3 pp.12,13 ] 


« 


xpressed in 


wD 


This equation permits hospital outout to be 
terms of a single number, which, in the opinion of the HCU 
study authors, will mak3 comparisons of hospital output 
easier +o understand and more useful to higher lLavel manage- 
ment [Ref. 17: pe-6]. AS w2 shall ses, it is this attempt to 


geaduce =h tetality of hospital output to a single number 


(Dp 


that makes the HCU (like the CWO) 


(fl 


ubject to inappropriate 
interpretations and applications. 

Since a later study refined ths HCU concept as proposed 
in the Air Force Study, discussion of the manner in which 
the weights were derived will be deferred untii later in 
Pies) chapter. 

Development of the #CU is a major improvement in 
Seemursng health care output, qe oeoOgies Character. Zed by 
highly variaople levels of resource consumption. Bie, ene 
HCO is not perfect. In its presant state of development, 


MmeemeeHeU does not totally account for the variations in 


intensi«y of care associated with case mix differences 
between hospitals and within the sane specialty. pillole= 
Mpeiocy tO accotint for such differences is absolutely 





Peeercat 9f Secciurate and teliabl= comvoarisons of hospital 
output are *o be made. Pivddeetson, like the GWU, the HCU 
can be manipulated to improve apparent output relative to 
+he resources consumed. The impact of the inability of the 
HCO to capture the differences in iatensity of care and the 
associated consumption of resources will be demonstrated in 
two examples at the end of this chapter. 

In 1981, OASD (HA) Sones=actead With the firm of RED 
Associates to study the ACU concept [Ref. 20]. While the 
study had many purposes, ach of then "ultimately focused on 
the development, validation, and implementation of the Hcy 
as a measure of kespital output" [Ref. 20: p.2]. This study 
accomplished three things. Piast, a vOD hospizals were 
segregated inte three categories (p22r grouns) determined to 
be relatively homogeneous. Second, «the HCU was refined by 
the development of weights which account for the fact that 
the first day of admission is, in most cases, the most 
resource intensive day in 2 patients stay. Neda. und, Ls 
provided exanoles of a number of UCA/HCU based repor=s that 
cculd be used by management [Ref. 20: pp.3,24]. cach of 


these items is considered in turn. 
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It is generally recognized that before cost per unit 
of output comparisons can be made, activities must be segre- 
gated into homogenecus peer groups. The development of peer 
groups has itself been somewhat of an issue due to the 
numerous variables which must be considered when trying to 
establish groups of similar hospitals. Olson [Ref. 3: p.75] 
Becogrized the importance of establishing peer groups for 
the purpose of making comparisons 2nd made the following 
recommendations 


e«.that research be done to establish uniform Peet ageroiiie, 
categories which egune S = the many Puen ae external 
factors -~ of which size is only one -- influence 
the operation of the or Sneeze On. Each Saee reeds would 
S@ontain facilities wi Similar exogenous and endogenous 
characteristics. 


The R&D Associates! study aiso confirms the necessity of 
establishing peer groups as demonstrated by the followin 
statement 


The nature and complexity or cases handled varies fron 
Moepital to hospital. Sic teameyaorta26n ts sche! sosute ot 
oe es designed “£0 concentrate cases and medical exper- 

in selected hospitals tO. 6©provide berter care and 
improve efficiency. iS peel toe Say dictates cies the 


rogedures SO calculating “ne Hou S caxe =nto account fae 

meee tTene nature of the cas mix that these policies 

imply. One way to do this is ¢9 separate the facilities 
Boo o Peer groups. [Ref. 20: p.4] 


In recognition of these issues, th2 study developed three 
categories for military hospitals, which take the above 


Meee Ors into consideration. 
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While the development of p 


hd 


ec groups is necessary in 
meer —O COmpare hospitals, it does not necessarily follow 
that all hospitals within a peer group are the same. ees 
limitation was recognized by the Air Forces HCU study authors 
who state: 


Even after partitioning the output of the hospital into 
homogeneous categories, some differences in case-mix (and 
consequently the intensity of cars required) are certain 
mor ex.St Within cach category. Depending upon both «ths 
Peertcula> grouping chosen and ths accuracy desired, it 
May OF may not be necessary +0 adjust the reported output 


to reflect these differences. i) 2ie part lc2zoning (2s 
coarse, making adjustments assumes greater importance. 
Likewise, 1f greater accuracy is needed, adjustments 
Should be made {Ref. 17: p.10]j. 


This, there are limits to the conclusions which aay be drawn 
from such comparisons, cantering primarily around the issue 
of casé mix or intensity or care differences. The 7 eHeU 
distinguishes between and assigns different weights to 
medical and surgical cases. However, it makes no distinc- 
tion between cases that are resource intensive and «hose 
that are not, within the same specialty. Por example, with 
the exception of the HCU's earned because of the different 
lengths cf stay, a hospital receives the same amount of ACU 


Seoeet for a coronary bypass as it does for «he surgical 


ab) 
<4 
(p 
| 


emreect + On Of an impacted tooth, PiCUgim rename »2s 3 
Substantial difference in the amount of resources consumed 


by these two surgical cases. Consequently, although <wo 
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hospitals within the same peer group may be similar in terms 
of «heir “exogenous and endogenous" characteristics, they 


may be substantially different in the intensity of th: 


4 


medical care they provide. Since th2 HCU does not differen- 
tiate between, amd, thus @ccounft far, these differences, 
comparing the cost per unit of output of these hospitals nay 
lead +o erroneous conclusions. This does not necessarily 
imply that these two hospitals should not be in ‘the same 
peer group. Indeed, i+ would be impossible to establish 
pe2?r groups in which all hospitals were absolutely iden- 
cacal. HOWeEVeEL, extrem2 caution must be exercised when 
making compariscns last inappropriate and potentially 
adverse resource allccation decisions be made. 
2. Performance Factor Weights 

The R&D Study used the same basic equation to calcu- 
Weaee HCUS aS Was originally proposed in the Air Force Study. 
Howsver it improved upon the Aiz Force Study by developing 


weights for each of the three DOD hospital categories. 


imieattent HCU weights for 2ach 29 95 
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linear regression run on the inpatient cost data submitted 
by DOD medical activities cn their FY-1980 Medical Expense 


BeemePericrEmance Report (HEPR) _Ref. 20: pp.22-28 ]. fae eS 
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TABLE 


V 


Normalized Inpatient HOU Weights 


CATEGORY (PEER GROUP) 
if Agee Crt 
BEDICAL 
Fixed ee i 2434 ~ 240 
Variable 2114 - 10 2214 
SURGICAL 
Fixed SO 5125 25 a 
Variable S39 ae nad on 
OS/GYN 
Fixed s5o2 6320 ~42u 
Variable DBUS - 180 eo 
PRO LATRIC 
Pixed ea09 e108 ~ 491 
Variable ~ 066 ess oS 
OREHOPEDIC 
Fixed “oo mou 463 
Variable Ph - 099 2119 
PSYCHIATRIC 
Pixed 25 - 181 2499 
Yariable =07¢9 os see 
fees. 20: p32} 
provides the normalized inpatient HCU weights ‘for each 
@eeegory Of hospital, and for each of the six Inpatien* Care 
Besounc~s listed on the MEPR. Mice omnes ‘fired! and syari— 
eer )6Ctdentified for each of the six inpatlent accounts 
deserve explanation. As stated in the study: 
ee cn Ppacient di SPOS2=197 Poemcounted § £OE seach patient 
admitted to a hospital. PieViseuagily all cases all 
I ete a reg tene Occurred bed, Ser, foe 
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day. Also, the day of admission is unusual in that a 
ificant amount cf special treatment tecus special 
peewee) mOccUunS chen. itis, Chlasges, Of the ay of 
Ssion (first occupied. bed day) can be considered as 
ed charges and all variable charges accrue on 2 per day 
is from day two onward. {Ref. 20: p.24] 


+ 
Nn 
€ 
xe 


Orhw Q Wc 


Simply stated, the fixed and variable weights assigned to 
each of the inpatient accounts recognize that the day of 
admission is more resource intensive (more resources aré 
expended) than the occupnied bed days which follow. Table VI 


provides the normalized owtpatient HCU weights for each 


TABLE VIE 
Normalized Outpatient HCU Weights 


CATEGORY (PEER GROUP) 

I ie SEA 
Dae ARIMENT 
Medical 50s AO) PAS, 50 39 
Sue gical 3033 2033 2033 
OB/GYN - 024 2924 OS0 
Pediatric ~ 021 2019 0:26 
Orthopedic 00.32 507A, 2030 
Psych/Ment Hith 05/8: B85: - 040 
Family Practice 025 O30 2034 
Primary Medical 2023 2021 025 
Emergency Med 5 UES 2029 033 
Flight Medicine - O47 el oie ee cie 
Undersea Med NA NA NA 
Dental #1 - 006 oO 06 wo 
Dental #2 . 003 O02 002 


ieee. 20: p.33] 





@e2egoOry Of hospizal and for sach of the 13 Ambulatory Care 
and Dental Care Accounts on the MEPR. These outpatient HCU 
weights were developed by calculating a group centroid from 
the facility data submitted on the FY-1980 MEPRs. The group 
centroid for 2ach hospital and each devartment was derived 
meen a "ean by hospital" calculation. (Ref. 20: p.29}] 

Paples VEL and VEEE illustrate the computation of 
total HCU's for a hospital and use tha UCA data submitted by 
Oakland on thelr FY-1981 MEPR. 

3. UCA/HCU Based Management Rapotzs 

Based upon UCA data, HCU computations, and the 
segregation of hospitals into peer groups, RED ASSociates 
provided a number of UCA/ACU based reports that can be used 


meyeOASD (HA) for the purp 


O 


se of comparing the cost per unit 
Pammou-Dut of DOD hospitals. A brief description of each of 
these reports follows: 

Bs Coste “= Product Analysis Report. LAS sce Port 
shows the total cost (¢xpenses) per HCU produced for each 
hospital in each peer group. Meee seo’ PGevedss a. "pezcsnt 
G@evea-icn from average" column which reflects a hospital's 
relative pvosSitior to the group average. The authors of 


the R&D study state that the ranking of the expense /Hcy 
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matto “could be ‘thought of as depicting the relative effi- 
ciencies of hospitals" (Ref. 20: p.54}. imwosde2 [O65 =his 
statement to be trus, Pteetste De that hospitals with a 


meeerer COSt per HCU are less efficient than those with a 


lower cost per HCU. Pista Of th] HCU to captuzs 
wae ensity of care differences makes this Soud neon 
questionable. 

Be PRYEA Clan Productivity Report. EnESs  Pepor= 


provides a ratio of HCU's produced per physician assigned 
and ranks each hospital in each category from *+he highast 
ratio to the lowest. ieemSO PrOvVedes aaporcen= deviation 
from the average" column [Ref. 20: p.59]. Again, the <mpli- 


Samien 2s that hospitals with a low HCU per physician ratio 


fv 


aze less efficient than those with higher Gatio. 

oe Manpower Productivity Report. The format for 
meees Tepert is exactly like that of the last except that 
Tatios of HCU'’s per Full Time Equivalent (FTE) manmonths 
assigned are calculated (Ref. 20: p.54]. The number of FTEs 
includes all military and civilian pversonnel assigned +9 the 
Mecon-al as distributed in step two of the CCA stepdown 


Memeaeccology and as reperted =n the Stendown Statistics 


Maeerix Submitted by activities to JASD(HA). 
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di Vaceme= y meso auctivaty Revort. Paws = copes. 
provides a ratio or HCU's produced per operating bed for 
each hospital in each category. Fach hospital is rank 
ordered beginning with the highest ratio. {[Ref. 20: p.69] 
Since the services have considerable latitude in adjusting 
+he number of authorized operating beds at any gqiven 


facility, the usefulness of this report is questionable. 


€. Hospice erod UCtivicy Report. One of these 
reports is prepared for eac DOD hospital and provides more 
detail than those reports previously discussed. The format 


Semone report is much iike that of the MEDPR in that it 


identifies expenses for each of the UCA Summary Accounts in 


t- 
O 


Ss 


Inpatient Care, Ambulatory Care, and Dental Care. fc 


ZS 


iD 


Eaows «he number of HCU's "credited" to each of +t 


rs 


o of expenses per HCY is shown along with 


t-4> 


Beeounts. The rat 
emeepercen: deviation" column which indicates the hospital's 
reletive position with respect t9 the category average. 
feet. 20: p74) 

These reports rely exclusively en information 
Bu@em@e=>sced by activity UCA reports (MEPRs). The expense dat2 


reported in +he MEPRs is used to davelop the HCU weights. 


iD 


Meese) HCU weights are then used in conjunction with <h 
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performance factors, which are also reported on the MEPRs, 
moecalculate total HCUs (output) fac Seach Scetivaity. Once 
the HCUs are calculated, various ratios are developed for 
each hospital which, when rank ordered, purport +o show the 
relative efficiency of one hospital with respect to another. 
Armed with this information, planners and decision makers 
may feel that they have sufficient information upon which to 
base resource allocation decisions. However, as will be 


shown below, this may not be the case. 


Poet WO EXAMPLES OF THE LIMITATIONS OF COST AND OUTPUT 


COMPARISONS 

With the implementation of the niform Chart of 
Accounts, military hospitals began, POE wie = tae oe, tlle, 
reporting uniform cost and performance data. The davelop- 


feeeeror the HCU and the partitioning of DOD hospitals into 


peer groups were additional efforts directed toward th 


D 


establishment of a methodslogy wheraby nilitary hospitais 
could be compared with one another. However, it should not 
be assumed that uniform reporting has eliminated all of the 
Variations which make unique entities of the three nilitary 


medical d¢oartments and their respective hospitals. As 


discussed earlier, in ord2r to a thee UGA end *he HCD 


Q 
0) 
(iD 
4 @) 
ct 


Us. 





are valid measures of expense and output, and therefore 
afficiency, it must be assumed that 2ach of the hospitals 
within a peer group providis approximately the same levels of 
health care t0 approximately the sane types of patients in 
approximately the same manner, or that average total cost is 
constant. A review of 1980 workload data pertaining to the 
admission rates and practices of the three Sarvices indi- 
cates that 1K aloes eh ele third assumptions may be 
demcnstrably false. 

During 1980, active duty Navy and Marine Corps personnel 
were admitted to Navy hospitals at a rate of 93.6 admissions 


per 1000 eligibles, on the average. Comparable figures for 


?D 


*he Army and the Air Porce were 150.9 and 148.0, respec- 


tively. ee 


7) 


not iikely that these differences in 
admission rates could be attributed +9 a higher incidence of 
disease and/or injury among Army and Air Force personnel. A 
more likely caus® may be basic policy differences regarding 
the mode of health care delivery. [{Ref. 21: p.2] 

A review of th2 data shewing the leading cause of 2dmis- 


@n for active duty personnel in each of the three Services 


He 


helps highlight some Service unique characteristics. ROS 


faample, column one of Table IX shows that during 1980 «he 
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TABLE IX 


Leading Cause of Bea Sete - 1980 (Rates per 1,000 Averace 


trength) 
DIAGNOSIS 
Acuts Upper Dental Alcoholisa 
Resp. Lhiec. Dasoeders 
Beanch of 
service 
Army 16.8 (1) 0.9 (20+) Breve, (2) 
Air Force 3.2 a) VO. (1) 2< Det) 
Navy/ic 0.3 (68) 0.3 (45) Dre Satan) 


Rank in parenthesis 

feet. 21: pe2] 

Army's leading cause of admission for active duty personnel 
Was acute upper respiratory infection (IcD9-645), Wiehe 
admissicn rate of 16.8 per thousand, or approxinately 14,000 
admissions. This dzagnosis tanked 4th at Air Force hcspi- 
tals, with an admission rate of 3.2 per thousand, and 68th 
at Navy hospitals with an admission rate of 0.3 per thousand 
(200 admissions). T> put these admission rates into 
perspective, che Army admission rate is mere than 5 times 
higher than the Air Force admission rate and 56 times higher 
meaem thet of the Navy's. COLUMD CWO eSHONWS, That GUring thas 
Same veztiod, the leading cause of aimission for active duty 
Aix Force personnel in Air Force hospitals was dental 


disorders (ICD9-520), With an admission rate of 19.1 per 


a7 





myousard and cresuiting in almost 6,500 admissions. This 
diagnosis was not ranked among the twenty leading causes of 
admission at Army hospitals. It ranked 45th in Navy hosvi- 
tals and accounted for fewer than 309 admissions. Again, to 
place this figure inte perspective, this Air Force admission 
rate is 11 times higher than the Arny's and 34 times higher 
than the Navy's, for the same diagnosis. The Navy's leading 


cause for admission during 1980 was alcoholism (column 


feee) With anh admission tate of 5.3 per thousand. In 
contrast to the two diagnoses described above, alli threes 
Services experienced roughly the Same admission rate. 


M@@essions for alcoholisn {(IcD9-303) ranked 2nd at A 


4 


ny 
Meeptrtals and 6th at Air Force hospitals. fRef. 21: p.1, 2] 

Based on this data, 1+ would appear that Army and Air 
Force hospitals choos¢ +o treat some minor health care prob- 


lems on arn inpatient basis, while th2 Navy chooses, for ta 


4 


iD 


most part, to «reat thes2 same illnesses on an outpatient 


basis. This hypothesis is support2d by the fact that the 


} 4 


average isngth of stay (ALOS) for personnel admitted to A 
meme> Hospitals with dental disorders was only 1.5 days, 
mete, <he ALOS in Army hospitals for Army personnel with 


acute upper respiratory infections was less than 3 davs. 


« 
4 
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mals is not 


between services, 


mirenstc31es of care which would result 


Wp to this 
differences in 
Services. 


the 


which would tend 


differences in 
Services. Table 
were ranked among 
Force hospitals. 


noses, Vital 


£Oo argue 


point 
the Leading cause 


HOWEVEeTL, 


Ineectton 


the wisdom of such practices varying 


Duss Only 20 


from them. 


the discussi2dn has focused on «he 


Of eamissicn £Or <ach o£ 


theme are other admission indicators 


the hypothesis that ‘there 


AY) 


(VD 


ZO SUDIOG © ag 


practices of the th 


HY 
W 


<he adnission 2 


X provides six additional diagnoses that 


the top twenty causes for admission at Air 


As the Table shows, only one of the diadg- 


of unspacified nature or site 


(I7D9~-079), was among the top twenty admissions for Army and 


Navy hospitals. 
tivley 
inpatient 


consumed, 


spondingly smailer. 


admissions accounted for more 


Giese ALT ‘Force 


Since 
minor when 
admission, 


moratsa Ve so 


these six ilineasses appear to be rela- 
compared with nore typicat causes of 
she amount of medical resources 

the ACU "credit" earned, is corre- 


Te shoulda also these six 


ehctiews | 0 -pescent of ell active 
admissions and cnly 3.5 vercent of active 
maeepenavy and Marine Corps admissions [Ref. 21: p.5]. The 


mumec: On the ccst per unit of output is readily apparenz. 


9 





TABLE X 


Comparison of Admissions for other Minor Illnesses 


SERVICE 
DIAGNOSIS ICD CODE AIR FORCE ARMY NAVY 
Viral aes ee ELC = 
unspecified si Oz 
nature 097 Z u 20 


crs 
1 


Sener noninfective 

asz~reenteritis 

ena colitis 558 3 20+ 20+ 
mei defined intest- 

meal infections 009 oe 20+ 20 + 
Contraceptive 

Management V25 13 20+ 20+ 
Meccestinal infect- 

ions due to other 
organisms 008 16 Zot A Ohi 
Acute tonsillitis 463 a8) 20+ 20+ 


IWeets 21: p.5] 


The point to be made from this discussion is that 
because of these differences in the manner in which the 


Services tend to treat minor illnesses, the inability of the 


tt) 


Health Care Unit (HCU) to fully capture intensity o 


iD 


car 
differences becomes critical. By ‘treating minor ilinesses 
Maman Inpatient setting, hospitals are able to 2arn substan- 
tially more HCU “credit" than would be earned if these same 
illnesses were treated on an outpatiant basis. For example 

Semearmdy hospital that admits a patient for an acute upper 
respiratory infection with a3 day length of stay receives 


meoroedcol “credits (.2480 for the day cf admission plus .428 


For the two days thereafter). On the other hand, th2 Navy 
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cr 


hospital that treats a patient with the same diagnosis on an 


(D 


ry 


Suepatzent basis receives .039 ACU "credits". Thus, the 
Army hospital can receive 17 times more HCU credit than the 


Navy hospital for treating the same kind cf patient. As a 


{4 


result of the inpatient care, the Army hospital will expend 
more of it's health care resources than will the Navy. 
However, while these costs will be reflected in the expenses 
generated by internal medicine on the MEPR, it is highly 
unlikely that the expenses will be 17 times greater “han 
those expended by the Navy hospital. 

In this example, (he wAbTv nesSD. =al 1S GrELving wp ics 
total HCU's and total costs, while at the same time keeping 
down its average costs, by tréating relatively uncomplicated 


n the inpatient setting. The hospital is also 2bl:3 


t4> 


Cases 


memrnecrease 7S fatio of ACU's per physician and HCUts per 


He 


eiei=-ftime equivaient. In this sense, the HTU becomes 32 


ie | 
By 
iD 


rather perverse disincentive for achieving efficiency. 
reader should recall that R & D Associates developed several 


eo) 


OD) 
ww 
7) 


p-4 


UCA/HCU based Management reports that used these frat 


yr 


iD 


measures of relative hospital efficiency. Howeve 


ty 


pas: Gan 


Q 


seen in the above exampis, the HCU nay actually encourage 
Meer iciency. This problen was recognized by <ne authors of 


the R & D Associates study when they stated: 
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POwpcnewexcent chat ~the HCU becomes 2 rFaal factor in 
decisior- making, memos eaSOranpics to expect that marage- 
ment behavior at the individual medical facilities will be 
ace to maximize the perceived efficiency of that 
Sacwitw. ise., <0 YLeld Maximum ECU's for each anit of 
resource used. If ane erue efficienc of “b> facility is 
increasing, then the system is working as it should. 
However there is the COacebileey cham =rue stiiciency 
will not increase but that only ta2 perceived efficiency 
will. This. possibiiity, sometimes referred | as as "gaming", 

can occur in two basic ways with the HCU: transfer of care 


Of GfHanst=r Gf Charges. 


Loto noneOnscanc,  s8Ore PCrUnLTe™OuS in chat iat results 
in overall ineff fee ae is 2 change in actual treatment 
delivered--resul ting in the transfer of certain cases from 


low #8CU- Wages one categories of care. This couid come 
about “be. wha e use of inpatient Cae erOs eases Which 
eou ld andled in Qutpatient CliweEcs, OGe -- 1SOugsa 


mete wal Of “The more dif ficult and axpensive cases from 
ene meppasccenht Clinics to CHAMPUS. Since the cost of inpa- 
tient care for avery easy cas= can be less than the 
average cost per disposition, th2 former *actic vieids a 
net increase in measured efficiency, The latter ons 
produces 2 perceived gain for the medical eae ee since 
by referring only expensive cases cost is reduced at 4 
rate above the averag2 cost fora disposition--thereby 
yielding a higher HCU/cost ratio. The best (and probably 
by aa emeemeon =enis kind of aoe tee er 1s the profes- 
sional ethics of the hospital staf 


PEanstongor char Soper ly )9an accounting Meuse to 
move cost items aroun ere the OCA or to treat cases a 
Clemmes wach jyvietd mote HCU"S but withcut ey roa 
charges in care. Bnes Biind of “echeating" can @e very 
deere verre tO detect, although it would be minimized 

through the use of weights whic 


ae Ty BO, Tefiees any eee pee Mi costs Lor = Dartlecular 
Seel nies. In this way amester does not know for 
Someta how fo 7 ee charges Diao es 402 Tey 2 Chea: 
~s diminished. bp. 88,89] 


O 
3 are recalculated periodi- 
g 


Another example of the differences among the Services 


with respect +o health care delivery methods lies in «hs 


Bea Of alcohol rehabilit3tion. As shown earlier, alccho- 


lism was the leading caus= of admission for active duty Navy 


and Marine Corps personnel in Navy hospitals during 1980. 


Eig! 


cs 


else ganxed 2nd and 62 in Romy and Air Force hospit 


-— 


respectively. Here the Similarity ends. When a diagnesed 
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alcoholic is admitted to a Navy hospital he is kept as an 
Enpatient for two days (th2 day of admission plus one day). 


He is then placed in a resident sta*us where he is main- 


tained cn the hospital rolls but snot as an inpatient. All 
subsequent treatment is conducted on an outpatient basis in 
an Alcohol Rehabilitation Service [Ref. 22]. By scOpt@na St, 
Mee Force hospitals maintain diagnosed alicoholics in an 
Bepatient status for 31 <5 33 days. This includes a 3 - 5 
day detoxification phase and a 28 dey medical rehabilitation 
phase [Ref. 23]. Alcoholics admitted to Arny hospitals are 
Carried as inpatients for 45 to 47 days, including «he 3 - 5 
day detoxification phase anda 6 week rehabilitation vhase 


SEencon nthe Cos. ESbati ve to 


rh 


fRef. 24). The dramatic dif 
+he number of HCUs sarned is readily apparent, e¢ven though 
*he Services are providing health care to the same types of 


patients. 


C. SUMMARY 

iewsnhould mot be concluded irom the foregoing discussion 
that the authors are opposed +0 making comparisons of 
feepetal output. Indeed, such comparisons could be ver 
useful in identifying hospitals which may be in "trouble", 


thus enabling management to focus its attention in a more 
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precise manner. However, such comparisons, when taken 


literally and without the benefit of indepth analysis, ar 


()) 


frought with danger. These dangers ire especially prevalent 
when trying to compare hospitals across Service lines. 

Tt has been shown that there are substantial differences 
in the medical practices and policies of the three Services 
which make cross Service comparisons extremelv difficult. 
It has also been Shown that the UCA based HCU can encourage 
inefficiencies, and that management reports developed from 
this data can portray a hospital 2s relatively efficient 
when in fact it may be relatively inefficient, and vice 
versa. ie 425 £66 this feason that planrers and decision 
Makers must exercise extreme caution when making decisions 
based upon UCA/HCU data, especially when the decision 
involves the reallocation of resources. iinet ae: Should 
be recognized that such decisions cannot be made based 
solely upon this data, as the authors of the Air Force 
Academy HCU study recognized when thay stated: "We empha- 
Size, hewever, that no measure of hospital output, however 
Peon; Sticated, should be used exclusively in allocating 


mesources™ {Ret. 17: p.1}. 
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The 4£emn Of primary importance is that <=he HCY is the 
major value derived from JCA data which is presented to, and 
considered by, higher echelon nanagement. Therefore, how 


the HCU is portrayed, interpreted, manipulated, and under- 


jw 
nw 


stood by higher level management is ey factor in the rola 


that it is to play as part of the desision making process. 


eh 
Ui 
O 
mh 


Throughout this chapter, the us efficiency measures 


rh 
}2 


Ss 2s reflected 


j be 
10) 


ae ences 


D 


and the concept of relative ef 
threugh UCA/HCU have been scrutinized. The "“afficlency" 
variable, that is the relative amouat of resources consumed 
Sm producing a unit of product, provides a valuable pexzspec- 
tive on management and operations. Imvtrovirng efficiency 
{doing more with less) and maintaining cost effectiveness 


mn fact required objectives for ali government activi- 


py) 
rt 
(D 
fe 


cies. However, Heserona eSeCUrL-y and Maintenance of “he 
medical Pear. ag base (along with other essential 
considerations) Seve imesice  woon, =f not drive, the 
resource *rain. For example, while the Naval Hospital at 
Guantanamo Bay, Cuba may or may not be efficient and/or 


cost-effective, as measured by the UCA/HCU yardstick, 
Meeeotal security considerations, as well as the nonavail- 


memeeety Ctl alternative sources of health care, dictate <«=hat 
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the hospital remain open. In addition, although his hospi- 
tals operations may by extremely efficient, high fixed costs 
ard the relatively small beneficiary population may causa 
its costs per unit of output to be greater than other hospi- 
tals of similar size. Cost-effactiveness and measures of 
efficiency (as currently developed using UCA) would there- 
fore be Of” Ice le consequence when making resource 
programming or resource allocation Jac Sons es £O= Fsnts 


hos pital. 





¥. CONCLUSIONS 


The purpose of this thesis was to critically analyze the 


Meer orm Chart of Accounts to estinate the value of «he 


i) 


information being generated and 1ts appropriate roles as 
tool for management control and resource allocation. ten 
conducting this evaluation, ‘two distinct levels of manage- 
ment and decision making were é¢xamined. The first was 
management at the activity level and the second was mnanage- 
ment at higher authority. 

In evaluating UCA at the activity level, UCA data gener- 
ated by the Naval Regional Medical Canter, Oakland was used 
@emea basis for discussion. Although the data used was 


Ss) belveaved =hat +h]e conclusions 


j-*° 


Beeeitfic +O Oakland, it 


th 


reached on the basis of tne analysis may be applicable to 
any wtilitary medical treatment facility that is subject to 
the requirements of OUCA. 

UCA is a cost accounting systen that appears to have 


been designed primarily to meet the informaticn Goon 


=) 
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management at higher authority; however, as demonstrated by 
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eiemanalysis in Chapter ITI, it has the pot 


valuable management tcol at the activity lev 
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developed by individual nedical treatment facilities +o meet 
their specific needs. UCA data can be useful in the evalua- 
tion of both programs (services) and responsibility centers 
if the data is accumulated, processed, and reported in a 
Manner +hat is meaningful to the managers it is intended +09 
Sap pDOLrt. Managers must assess their information needs and 


- 
vis 


(Pp 


then develop systems that support those needs consist 
with OCA revorting requirements. Te ts also inportan= that 
Managers understand what UCA data does and does not repre- 
sent and that they recognize the limitations as well as *h3 


strengths of the information being jyenerated. Key to the 


(0 


issue of whether UCA data will be used in a meaningful way 
yeindividual medical treatment facilities is the recognri- 


tion of its value af a@ management tool by the managers of 


emeerac lity. 


cr 


Based on the analysis conducted in Chapter IV, it can be 
concluded that resource programmin and/or resource alloca- 
tion decisions by higher authority cannot be made based 


Beeely On UCA/HCU measures of cost perfermance and effi- 


ciency. While OCA/HCU data may be used as a screéenin 


‘iQ 


mechanism +0 assist in the identificaticn of hosvital 


i) 


and/for specialty services requirina increased managemen« 
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emphasis, additional indeoth analysis is reguired befors 
definitive conclusicns can be drawn Ste COs hews FeLative 
efficiencies or inefficiencies. Although the HCU is a 
Substantial improvement in the measurement of military 
hospitai cutput, its inability to neasure and thus account 
for intensity of care and case mix differences between 
hospitals and within specialty services must be recognized 
by decision-makers. It must also be recognized <hat because 
of apparent differences in the medical practices of ‘the 
three S¢rvices, cress-S2rvice cost performance and effi- 
ciency comparisecns are axtremely difficult, and may in fact 
be misleading. If the UCA/HCU conc3p> is to play a key role 


ss 2nd these limitations are not 


1) 


in the decision making proc 
recegnized, arbitrary and capricious decisions may be made 
Memen WOuld penalize telatively efficient hospitals and 


mewerd nose that are inefficient. 
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APPENDIX A 


THE ONIFORM CHART OF ACCOUNTS FOR FIXED MILITARY MEDICAL AND 


DENTAL TREATMENT FACILITIES 


The purpose of this appendix is *o provid? the reader 
with a fundamental understanding of the Uniform Chart of 


Accounts. I+ is not an exhaustive explanation, but rather a 


(D 


framework with which the reader unfamiliar with UCA will be 
better prepared +o understand the analysis contained in the 


body of the thesis. The information contained in this 


appendix was extracted from the Department of Defense 





As CHART OF ACCOUNTS 

mex estaba isites a2 hisrarehy of accounts into which all 
expense and workload data can be assigned. At the highest 
Meet Of the hierarchy are six functional categories: 

fee inpataent Care 

2 Ambulatory Care 

3. Dental Care 

4. Ancillary Services 


Men sUPPOLTt Services 





6. Special Programs 
Each of these six functional categories is subdivided into 
summary accounts and subaccounts. AS an example, the func- 
tional category of Inpatient care consists of Six Summary 
accounts: 

1. Medical Care 

Be SUrgical Care 

3. Obstetrical and Gynecological Care 

ime Pediatsze .Care 

5. Orthopedic Care 

6. Psychiatric Care 
Each of these summary accounts is in turn compcesed of 42 
number of subaccounts. A ceomplete listing of each of the 
six functional categories and their respective summary and 


Subaccounts is provided 32s Appendix 8. Each element of 


ry 


expense generated within the health care activity iis 
assigned +o a particular subacccunt (werk center). The sun 
of the expenses in e¢ach subaccount represent the total 


expenses for each summary account, and the sum of <the 


expenses in ¢ach Summary ACCOUNE 
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expenses for each functional catsjgor 
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Categories of Inpatient Care, Ambulatory Care, Dental Cars 
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and Special Programs constitute final operating expense 
accounts which are the final expense accumulation points in 
the system. Ancellagy Senveces and Support Services 
accounts sérve as intermediat= operating expense accounts 
the expenses of which are reallocated in a s*epdown process 
mo, the four final operating expense accounts identified 
above. 

Mech Of the UCA accounts listed in Appendix B is defined 
aemeecne UCA manual in terms of "function", "costs" and 
Mees rOrmance factor". Ths "function" describes the types of 
health care activities which are typical of 2ach account. 
Meese definitions assist the activity in identifying the 
account to which "costs" (2xpenses) are to be assigned. Tha 


fies uniform workload neasure 


je 


Mee-sormance factor" ident 


fv 


Meeeem 25 used for evaluating performance. Performance 


factors for each account are also provided in Appendix 8. 


Be STEPDOWN METHODOLOGY 

The assignment of Supoort Service and Ancillary Service 
expenses to «the final operating expense acccunts is accon- 
plished in a five step sequential ovorocedurs. A= +he 


completion of this process, all expenses contained withinc 


(D 


the intermediate accounts will have been reallocated to thea 


oe 





final operating expense accounts. Discussion of each steno 
mache process follows. 

1. Assignment of Non-pdersonnel Expenses 
This first step in the cost assignment process has 


three phases. Phew =SeeCOnsSist®s Of aSsSigning ali. non- 


personnel expenses +0 the intermediate and final operating 


expense accounts. Thes2 expenses tome primarily from DOD 
Program Element 8, "Cars in Defense Facilities", of the 
Operations and MaintenancS Appropriation. HOWSVEr, any 


expenses originating from other DOD program elements which 
are incurred in direct support of a medical <reatment 
idearity are also included. [These 2xpenses are assigned to 
the appropriate OCA account by means of the job order 
accounting system. The UCA makes provisions for the estab- 
g2s5hment of indirect cost pool accounts. These accounts arse 
Meea@e when it is difficult to identify the work center 
esponsible for incurring an expense. An example would bea 
+he expenses incurred by 2 ward which contained both nedical 
and surgical patients. Roc oolmaccoumecetMay i ncClude Doth 


personnel and non-personnel expenses. 


th 
it 
}- 
O 
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Phase £wo consists Of the allocation of deprec: 


| te 


a 
expenses. As stated in the UCA manual, 


Bosts of modernize 


ae pile. nd replacement investment 2qu 2) oe 
ment funded from the 0 = 


Procurement Aporepriation which 
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support a medical treatnant facility shall be depreciated 
On a Straight line basis. using an eight year mnoving 
average and assigned 2s indirect expenses during the step 
down reassignment process rather than asa direct ¢xpenss 
ae the time of acquisition [Ref. 2: pp.3-6}. 


The third and final phase of this first step 
involves the compilation of performance data. Performances 
Gata is necessary in order to accomplish the stepdown of 


expenses from the intermediate operating expense accounts 


j-te 


and the indirect cost pools to the final operating expense 
M@eeoun-S as required in step four. This data is also 


reguired for the pre and pos* stepdown purification of 


expenses required in steps thre¢ and five. 


2. Distribution of Full-time Equivalen® Mansmonths end 
salary Expensss 

The distribution of full-tims 2quivalent (FTE) man- 

Months and salary expenses requires two substeps. Piven, 


FTE man-monczhs to be charged to each account must be deéetar- 
mined. The second substep involves the conversion of the 
identified FTE man-months into salary expenses. 

Civilian personnel salary exoenses are calculated on 
a monthly basis for each emplovee. oxpenses consist of the 


amount of funds obligated as a result of the employment of 


(pb 


each employee, and includes, but is not limited =o, basic 


Salary, incentive and hazardous Cavey *he government 
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Pontripu\e~_On to benefits, overtine, and termination pay. 
The salary expense for each employee is charged to tha 
mpocoOpriate UCA account based upon the distribution of FTES 
Man-months as accomplishei in substep one. The salary 


Hes ged =o  <he-™ UCA 


Q 


expense for military personnel is 
accounts in the same manner as that for civilian personnel. 
The salary expense to be distributed for each military 
member is derived from the DID Annual Ccmposite Standard 
Rates Table which is promulgated annually by the Office of 
tha Assistant Secretary of Defens= (Gomocrolier) « Ths 
amount to be charged to the UCA accounts each nonth is 
derived by multiplying the standard rate for a nember's 
qrade and military department times the allocated FTE 
Man-mon~hs. 

The UCA manual contains detailed guidelines for «he 
distribution of FTE man-months ani salary expenses. A 
summary of these procedures 1S proviijed as Appendix c. 
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Purification 2 Expenses 
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p three consists of a prs step-down purification 
Of tne expenses not previously allocated +0 UCA accounts 


during steps one and <wo. These 2xpenses are allocated to 


the Support Services and Arelitary Seeyeces -2ccoumes, 
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da 


provided there is fo) 
Expenses which include o 
After completion of 
operating 


operation of the 


overhead 


step three, 
expense account 


medical facility will have 


included the 


in 


expenses. 


verhead are allocated in step four. 


pecformance data for each 


and expenses applicable to the 


been compiled. 


These *wo sets of data are necessary in crder to proceed 
with the next step, the step-down procedure. 
4. Assignment cf Expenses t2 the Final Qperating 
Expense Accounts 
Step four involves the reassignment of costs from 
the intermediat2 operating expense accounts (Ancillary and 
Support Services) Sue bOtrTece | cOSt. pools (wards and 
clinics) co the final operating expense accounts. The 
Eesuit of this process 1s the identification of direct 
patien* care expenses by subspecialty workcenter and special 
programs 


AS stated, 101 


allocation of expenses 
diate operating 


are ellocamed to 


accounts and final work 


here n Service was 


expense accounts. 


other 


rend 


step-down orocess begins 


he 


which were assigned to the interme- 
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expenses is made in accordance with specified assignment 
procedures for each account and in the prescribed sequence 
shown in Appendix D. Weep ceon.a represen? at2on of {his 
process is vrovided in Figure A.1. The next step in thea 
process is “he asSignment of costs accumulated in the indi- 
rect cost pools. Thes2 expenses are assigned to the 
@eprODEaate work center accounts "based on a ratio of 
workload generated by 2ach reseiving account to the total 
merece Oad Of the indinect cost pool" "Ref. 2: pp.3-21 ]. 

At the completion of the stepdown process, only the 
Subaccounts of the final operating expense accounts will 
contain expense data. 


So FOoSem™ Stepdewn Pulsar’ Cation | Of Final Operating 


axpense Accounts 
Deewaeta aeeuonmeonsis<s Of a2 post=Stepdown ourifi- 


@@-20n Of the final spereting 2xpenses accounts. This final 
purification consists of reallocating the expenses from one 
Final operating expense account into another final opeératina 
expense account aS specified in the appropriate “cost" para- 


graphs. This reallocation is accomplished by prorating ths 


rt 


expenses based on the performance tewOr COR Orne sia e Or 


service. Rome De GONG Wsion Sf venes Final surstication, athe 


oF, 





expenses contained in each subaccount can be aggregated into 
their appropriate summary accounts and moe = 20 malt 


categories. 


C. REPORTING THE RESULTS 

The DOD Medical Expens2? and Performance Report (MEPR) is 
the vehicle by which activities report OCA data, and is 
provided, for informational purposes, as Figure A.2 and A.3 
As can be seen, expens? data is reported by functional 
category for not only tna final operating expense accounts 
but also for the intermediate oper2ting expense accounts. 
Workload (defined as the "performance factor") accomolished 
during the reporting period is also reported. fhese reports 
are submitted by activities to OASD(HA) through each mili- 
tary services! medicai chain of command. In addition to the 
MEPR, an activity has developed a substantial data base and 
has created a number of additional data displays a+ <he 
completion of the UCA process. A number of these displays 
are described below. 

ieeAccOuUnT SUubSet Definition (ASD) 


MiameasD PDrovides a listing of all UCA accounts used by a 


eect cular medical treatment facility. Vegas O Liem = ries 
the sequence in which expense assignment will be performed. 
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Qa Setepdown Statistics Matrix 
mae Stepdown Statistics Matrix inclides a listing of ¢ach 
UCA account and provides the perfornance factor basis upon 
which allocation of 2xpenses will be based. This matrix 
includes as many rows as there are accounts defined in the 
ASD and as many columns as there are intermediate expense 


accounts. For example, inpatient depreciation is allocated 


"1 
(D 


on the basis of occupied bed days (OBD); therefore, this 
display contains OBD data for each final inpatient account 
so that depreciation can be allocated *o each of thes 
Mmeeeunes On the basis of total OBD's for the facility. 

3. Direct Expense Summary (DES) 
the: Deo CONtaINS a iisting of all UCA accounts for the 
medical treatment facility and the total amount of direct 
expenses at<ributed to each account prior to allocation. 

4. Stepdown Schedules 
The Stepdown Schedule provides a detailed display, ir dollar 
amounts, of the results of the stepdown procedure. Thais 


display corresponds to the rows and columns of the Stendown 


SeetriS~ics Matrix and is the result o£ aoplying the perforn- 
ance Pactors idence ified previously to the expenses 


ment ified in the DES. 
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j 4 


Semeranal Purit ication 
Mies display provides a detailed repor= of the purification 
of the final expense amounts after steodown. Titemdesp ley 
mdentittes the allocation of those costs contained in cost 
pools for multi-purpose wards, M@uLeL~-oue pose clinics, and 
eietying branch clinics. Recon Mcl DUE Gocat LOT , all 
costs have been allocated tic the final operating expenses 
Secounts. 

6. Computation Summary 
The Computation Summary displays e2ach UCA accoun= with a 
Summary of all the UCA transactions that have occurred and 
emeir affect on the account. The computation Summary has 


the following column headings: 


(a) The total direct expenses accumulated in the 
account at the beginning of the process; 


(D 


(b) The amount of suppor* costs passed to th 
accoune, 


(c) The amount of ancillary costs passed to the 
accoun«. 


(d) The costs in the account after stepdcwn; 


(e) The amount of costs allocated from cost pools 
dipenogebiistt2e2tion: and 


Peeliomeao ad Weplier2ed Cos. alilccated to =he account. 
Mh2s display provides a summary of 23ch step in the UCA cos= 


allocaticn process conducted at the nedical center. 
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PemOecailt Unzt Cost Report 


The Detail Unit Cost Report provides total expenses; output 


measures; and cost per unit for each inpatienc, 
care, dental care, and ancillary service account. 
in this display is only carried to the three 


subaccount level. 


101 


ambulatory 
The data 


character 





“ssed0id Quemubyssy prayzeaq oy 3 Jo werbetq ,°y einhty 


Ci6‘d:¢-sauj 


a 





__XKX$ OOS 
-Suepddodd 
Teroads : 
D1ed | 
Te uU9g 
squnoooy 
asuedxXq 
dIe9 aa oth 
ArozeETNquy ae 
9IPDd | | 
; queTQeduy 
PRIYTIAQC CI ) 
3 : SIOTALaS 
ZOIATY [easuag AreT [touy | 


sosuadxg seo] s UNOoOY 


eury asuodxy 
. SODTAIDS | aco 
f 3 _ zu0ddns o/h deat ha 
= | ae sosuodxy 
| | 3 Te o .oOeUuTC 





102 





TS ay ay = ay 





See (nstructions in Chapter 5 
of NOD 6ot0 10M 





DOD MEDICAL EXPENSE AND PERFORMANCE REPORT ' RCS 









REPORT PERIOO 






NAME ANO ADDRESS OF FACILITY tinciude 41? Cude!} FACILITY COOE fii(c) 





O00 MEDICAL REGION 









REPORTING AUTHORITY 








PART (-.-OIRECT PATIENT CARE Direct + spenes tus Sugpurt and Ancillary Sceroices Assignments and feefarmance) 
TOTAL EXPENSES INCLUDING CLINICIAN SALARY OCCUPIED 
T CAR 1s? TIONS 
aa CANE pea ie CLINICIAN SALARY EXPENSE 2ED DAYS 


MEDICAL CARE 







SVAGICAL CARE 






OBSTETRICAL/GYNECOLOGICAL CARE 









PEDIATRIC CARE 







OATHOPEDIC CARE 


PSYCHIATRIC CARE 






TOTAL 








INPATIENT VISITS 2 








AMBULATORY CARE 





TOTAL OUTPATIENT EXPENSES OUTPATIENT VISITS 





MEDICAL CARE 









SURGICAL CARE 


OBSTETRICAL/GYNECOLOGICAL CARE 







PEDIATRIC CARE 









ORTHOPE O'C CARE 







PSYCHIAT RIC/MENTAL HEALTH CARE 


FAMILY PRACTICE CARE 









PRIMARY MEDICAL CARE 







EMERGENCY MEDICAL CARE 


FLIGHT MEDICINE CARE 








VUNDERSE AS MEOICINE CARE 


TOTAL 










DENTAL CARE 





TOTAL EXPENSES WEIGHTED OENTAL PROCEDURE } WEIGHTED CENTAL PROSTHETIC 


WORK UNIT 









OENTAL SERVICES 





DENTAL LABORATORIES 
(Class 2 and Janiy) 


TOTAL 


DD FORM 2202 T SEE ATTACHED CAVEAT 
1 OCT 79 as 


2 EXPENSES INCLUDED IN INPATIENT CARE ACCOUNTS 






Figure A.2 DOD Medical #xpense and Performance Report, Fron 
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PART tt- ANCILLARY SERVICES J Direct Expeners Plue Suypurt Services Assuenmentaand Pectormance) 





ANCILLARY SERVICES 





PHARMACY 


PATHOLOGY 


RADIOLOGY 


OTHER ANCILLARY SERVICES 


TOTAL 





SPECIFIED HEALTH RELATED PROGRAMS 


PUBLIC HEALTM SERVICES 


HEALTH CARE SERVICES SUPPORT 


MILITARY UNIQUE MEDICAL ACTIVITIES 


PATIENT MOVEMENT & MILITARY ADMIN, 


TOTAL 


OD FORM 2202, 1 OC’ 
2 





TOTAL EXPENSES 


WORKLOAD EXPENSES 
(Waecghtad Procedurve) (Wewhted Procedurve) 


PART 111 - SUPPORT SERVICES 4 sDirect Expenwal 


SUPPORT SEAVICES TOTAL EXPENSES 
TOTAL | 


PART IV - SPECIAL PROGAAMS (Uirect Expenets Fiuse Suppurt and Anciilary Services Aasignmaenta} 


SPECIAL PROGRAMS TOTAL EXPENSES 


PART V -NARRATIVE 


J THESE EXPENSES ARE INCLUDED IN PARTS 1 ANO IV 
THESE EXPENSES ARE INCLUDED IN PART 1, 11, AND IV 


Pigure a.3 DOD Medical Expense and Performance Report, Back. 
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ACCOONTS, CODES, AND PERFORMANCE FACTORS 


This appendix provides 32 complste listing of the six 
functional categories of the Uniform Chart of Accounts, 
along with their respective summary and subaccounts. The 
functional categories of inpatient care, ambulatory care, 
mental care, and special prcegrams ar2 final operating 
expense accounts. Ancillary services and support services 
are intermediate operating expense accounts. Also provided 
in this appendix are the appropriat= UCA codes and perforn- 
ance factors upon which the allocation of expenses is based. 


ACCOUNT UCA CODE PERFORMANCE FACTOR 


A. Inpatient Care 
1. Wedical Cars 


Internal Medicines 
a repens 

COzrenazy ear e 
Nereida ee 

ERdocc ine. og v 
Gastroenterology 
Hematology 
Intensive Care 
Neohrology 
Neurology 

Oncology 
Pulmonary/Up over 
Respiratory Disease 
Rheumatology 
Medical Care Not _ 
Elsewhere Classified 


pert tQ rhiD uQ oP 
ooo eteeeee 
ist4 NGUHMOhibjON) wie 


oI 


urgical Care 


p= 


General Sc EY 
Camaiovascular ard 
PH@saciC Surgery 
Intensive Care 

- Neurosurgery 


mee Pe OO ee eee ee 
WoW WW OF Db ek RP eee ee eee 


maQ of WN 
oe 
OM w 
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{x 
if 
IO 
Ic 

— 


Ophthalnology 

Ome vs urge ay 
Otorhinolaryngology 
Pediatric Surgery 
Plastic Surgery 
PEOCLOLO” Y 
Urology 

Surgical Care Not. 
Elsewhere Classified 


Hmuemarno |S 
TR Cy 1G) Pad tal 


eee 6 @ © 8 
a oe hs Or or pm he 
Oo wWowidWwwo 


ct 


etrical and 
cological Care 


< oO 
30 


a 


om Mo 


e 
Gynecolo 
O Bees 


CO 


“. Pediatric Care 


a. Pediatrics 

b. Nursery 

c. Neonatal Intensive 
Cae mu mane 

ad. Pediatric Care Not 
Elsewhere Classified 


WO a 


3 See. 


WN 


we OrTtronpedzc¢ Care 


bit tt 
0 


a. Or-hopedics 
b. Podiatry 


oo de ey 


my 


6. Psychiatric Care 


Ambulatory Care B Vici 


88) 
ad 


1. Medical Care 
tee ee aid eed cl nS 


Die eee CAsnre. . 
an SS arp Gin nas 
ac Davee te Clanee . - 
a.) ENGOCE momecy Clinic 
- Gastroenterology 
ol sa) alle oe 
mouetacology Clinic 
- Hypertension Clinic 
Torre LOG yy Clin > 


F030) Gl 


VenseLogys ee. inc 
Mie eee On Cla nic 

me ORCerogy Gila nic 
- Pulmonary Diseases 
SIE. B ec alye: 
Ee. Pheumatology Clin 
©. Dermatology Clini 
Powe Gece ec iinics J 
Elsewhere Classif 


mom 


Oo WwW WOW WOMWWWo wWWwWwOo 
ty 


ODO Bee Me ee eS fee eo 
MEIN OGHM© 


Meo urTg..cai Care 
aus 
B. 


General Surgery 
Gale 
Caxdiovascular and 
Piesacac Surgery 
C 
N 
0 


WW 
Oo 
a 


an eC 
Sunosusgery Clin 
phthalmology Ciil 


Jt 0 
OJ OO 
OOo 


i¢ 
eS 


105 





C. 


oe 


9. 
10; 
1S 


T 
e. Organ Transplant 
Gl nec 
PweocOrnadoOlanyngolog y 
Clan Le 
Game bastsG SUEGery 
ek eoolk fe aoe 
ive BS oh ae 
1 ar OLogy shel fe: 
femotedeny Clanics Not 
Elsewhere Classified 


Obstetrical and 
Gynecological Cars 


a. Family Planning 
Gini 2c a. 

Demaynecology Ciin:ic 

GeO Dsmerracs Clinic 


Pediatric Care 
Qeapesditatric Cianic 


b. Adolescent Clinic 
eo Wellabeby Clinic 


Ja Bic 
BBZ 


a. Bodease1c Clinics Not 


Elsewhere Classified 
Szrchopvedic Care 


a.eeatncoeale Clinic 

Deesedac enh TC a. 

Seeilanaeouadgeny Clanic 

ad. Neuromusculoskeletal 
Sereening Clinic 

e. Orthopedic Appliance 
Cilsnic age 

ine COcrae ty Cl nic 


Psychiatric/Men+al 
Health Care 


eee Ssyentatcy Cianic 

ee SvyenOloguveclanic. _ 
ee Chama Guedence Clini 
Ge Menta Heateh Clinic 


Pamneiy “Practice Care 
Primary Medical Care 


ae Oo Mes vecase Clinics 
D. Medical Examination 
Cirenac ow 
GarmOoPpeoneray Clanic 
ae kewe logy Clinic 
e. : 2ech Pathology 
ese 


Emergency Medical Care 
Flight Medicins Care 


Underseas Medicina Care 


Mental Care 


1. 


Dental Services 


BJ 
BK 


CA 
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eye 


Weigh*ed Dental Srocedure 





QUNT UCA CODE PERFORMANCE FACTOR 
2. Type 3 Dental Prosthetic ; a 
Laboratory Nes die ee EOSia VOCOn=. c 
3. Type 2 Dental Prosthetic WOrk Unit 
Laboratory Ge i" 
Ancillary Services D N/A 
1. Pharmacy DA Weighted Procedure 
2. Pathology DB WV 
a. Clinical Pathology DBA " 
Daataromecat Pathology DBs U. 
c. Blood Bank DBC " 
3. Radiology DC " 
a. Diagnostic Radiology DCA tt 
BD. Therapeutic 
Radiology DCB n 
4. Special Procedures 
Services DD rocedure 
a. Electrocardicgraphy DDA “ 
b. Electro- 
encephalography DDB h, 
Coy b-CcLo, 
neuromyography . DDC " 
dee lnonany Funczion DDD a” 
@. Cardiac | 
Catheterization DDE A 
Pee Genera. Steraizte Suppl v/ 
Materfel eoeeiice ees DE N/A 
dem Gemerdal Sterile 
eee DEA HOLS Of Serve ce 
b. Certral Materiel 
Service DEB uv 
6. Surgical Services DF Us 
a. Anesthesiology/ 
RECOVELry KRocm DFA 4 
Deweorcgicel Suete DFB a 
Jy. Same Day Services DG 
a. Same Day Surgery DGA “ 
b. Hemodialysis DGB " 
8. Rehabilitative Services DH kota 


ae Inhalation/s 
Respization Therapy DH 
b. Occupational Therapy DH 
C. Physical Medicine Da 
d. Physical Therapy. DH 
Seo OGtam AOe< Services ODA 
DI 


oO. Nuclear Medicine f#eighted Procedure 


Support Services E N/A 


1. Depreciation EA N/A 
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P. Special Progtams 


Specified Health Related 
Programs 


flies 


Qe 
Ds 


Area Reference 

ae 

Area Dental 

ee aes Labor3atcry 


ae: pe 1) 

ane in 

PAGES ication/Repais 
DOD Bi iatany Sileod 
PrToOgran 

AlecOong il and Drug . 
Abuse/Rehabiiitation 
Program 

pe Screening and 
Testing Progran 
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ACCOUNT UCA CODE 
2. Command And Administra- 
tive Suppor® Services EB 
She Personnel Support 
Services 1G 
a. Fire Protection ECA 
b. Police Protection 
{Security) Bes 
4G. Public Works ED 
ae Plant Management EDA 
ie Operation ‘oye 
eLaci2es EDB 
om Mine Sadace of 
Real Property ny O1G: 
diner COnSceuceion EDD 
2. Other Engineering 
SUPDOrt CoG 
E. Leasing and Renting 
SE Read Property 
and Facilities EDE 
Jj. camepor ta t2 on EDG 
5. Materiel Services idle 
° BOUT See and 
Janitorial Service EF 
7. Biomedical Equipment 
Repair Service ZG 
Bee Lanen and Laundry 
Service EX 
9. Inpatient Food Service Ea 
a. Dietetics ETA 
- Subsistence Delis) 
10. Inpatient Affairs EJ 
‘aa oe lator are 
mine Eeoe ian EK 


iy 


FA 


PAA 


FAB 
Pae 
FAD 


FTE Mannonzhs 


N/A 
N/A 
N/A 
N/A 
N/A 
N/A 


N/A 
N/A 


N/A 


N/A 
N/A 


Cost of supplies 
and minor eguip- 
ment issued 

Hours of service 


Hours of service 


Pounds of laundry 


rocessed 


Raticns served 


Spectacies fabri- 
cated or repaired 


procedure 


ee 


(D fu 


ay 
es 


Lent) 


ed be 
npa 





Gienacai 
Investigation Progra 
Physiological 
Training/Sup port 
Program 

COndUceenGg Training 
and Educational 
Programs 
Student cee 
Expenses for Class- 
room and other 

ee ee eect ete es 
Externally Sponsored 
Continuing Health 
Education 

Specified Health 
Related Programs nie 
Blsewhere Classifie 


Public Health Services 


Ae 


D. 
Oe 


an 


Public, 
and Occupational 
Health 
Immunizations 
Community Mental 
Health Activities 
Veterinary Services 


Se cen (GSS Services 
SupDOe 


as Ss Oe ree Cars 
rom 


ie 


Ce 


Purchased 
See Bones 


UCA CODE 
m FAH 
FAL 


FAJ 


FAK 


FAL 


FAZ 


Environmental 


OO wre 


L1i tary am Civil ian 


mies e Lecturer and 
Consultant Progran 
CHAMPUS Beneficiary 


SUPOCE t 
SUPPOL® Oo (GO Lier 
Military Activities 


ederal 0) [Oh epelayrmy 
eral Agencies 


y Unique Medical 
12s 


Counting peor and 
Emergency perations 
pase OQOverations, 
Medica Installation 
Nonpatient Food 
Operations 

Deceden- Affairs 
Piece OUTS tt Sing 
oe “Minor 


ica | Wetivicies N 


2 
pe 

4h eas “Gaieis. 

Med 

lsewher2 Classified 


1 


s F 


Or 
FDZ 


10 


PoneGmanc & FACTOR 


N/A 


N/A 
N/A 


Varies 
N/a 


NZ) 
Immunizations 


Vasc t 
N/A 


nwa 


N/A 


Rar 
N/A 
N/a 
N/A 


N/A 


N/A 
N/A 
ions served 
N/A 
N/a 
N/A 
N/A 
N/A 


nat 


Variss 





[ Ref. 


iD rr 


2] 


= Movement and 

a Pacem 

28 

Patient - 
Redmovemcat.On  — 
Travel and Materiel 
for Patient Movement 
Aeromedical Staging 
Facilities/Transient 
Pa-lenc Care. 
Military Patient 
Personnel Admin. 
Military Patients 
(Salaries) 


ESA 
ign )aye) 


i Baach Gs 
lp ea) 
rhe 


Hours of service 
N/A 


Patient movements/ 
Occupied bed day 
N/A 


N/A 





APPENDIX € 


DISTRIBUTION OF PERSONNEL FULL-TIME EQUIVALENT MAN-MONTES 


This appendix provid2?s a summar of the aquidelines 


wa 


contained in the UCA manual pertaining tc the appropriate 


distribution of full-‘*ime equivalent (FTE) man-nonths tc UCA 


Accounts (work-centers). Ihe distribution of FIE mar-months 


memorit.cal since 1f ultimately affects “he distribution of 


salary expenses. 


ie 200s. ep 


1 - Full-time equivalent (FTE) Wan-nonth 


determination: 


A. Personnel included: 


(1) 


(2) 


(3) 


(4) 


United Scates military personnel assigned 
cn permanent duty orders {including 
students). 


Federal civilian personnel and dict 
Uldeneece Nite £OrSIgh national emp 
paid from appropriated funds. 
Personnel attached on _tamporary duty/ 
temporary additional duty or on tembdo: 
CGdess fOr duty. 


Personnel "borrowed". 


Be Personnei excluded: 


(1) 


(2) 
{ 3) 


(4) 


(5) 


(8) 
(7) 
ee ALL 


Inpatients, except those assigned for duty 
Wi2b che nedical treatment facility. 
Foreign Arnaed Forc2s versonnel. 

Reserve or National Suard versonnel on 
acre Vewauty EOE 29SsS than 90 days. 
Modcmcwmuc.y (tae) pessorpne)] apd direct and 
anadirecy ALre foreign national employees 
2m an unpaid absencé status. 

Civilian amployees paid from nonapprepriated 
funds . 

Pesce Nae. * Loaned'. 


nel shall have «heir FTE work mnonths 


ale 





soe ee cm tomee nc accoug Ss they Support, excep* 

thats 

(1) Labor shali be distributed to no more than 
seven accounts. 

(2) Labor shall be distributed in multiples of 
five percent. 

(3) Distribution of labor shall be based on pri- 
mary dutles asSigned, Assignment to duties 
in the emergency medical caf? area (attend- 
InGgmcund2e@n,;ewedecal ©@ff ces of the day, 
emergency room duty officer) is considered 

time spent 


to be Se teat Guzy. However, 
performing collateral duties, 2xtraneous 
uties, aSsignments tc boards and committees, 
and at-home call, 15 not considered to be a 
primary duty. 


(4) Thewtane SE a person fmriiitary and civilian) 
in an authorized absence status, such as 
leave, sickness, or_ general De ee 
tregnsag, shall be distributed to =he work 
Comes (SI! i Welch enee DeLSON Rormally 
WOrKS. 


(S)s “Steeles den elrticae:on of clinician's. 
personnel expense distributed to the in- 
batzenc 2ccounts is necessary for the 
Medical Expense and Performance Report. 
This identification is necessary *5 make 

roper comparison of inpatient care costs. 
h some instances, ciinician personnel 
expenses should be included and in other 
instances they should not. For example, 
SONVamead —CGuvil~an hOSpilcal Gharges hrough 
OCHAMPUS with a military medical’ +reatmené 
facility, inpatient 2xpvenses should axcluds 
clinician personnel expenses. For «his 
reason, the term "clinicians" is defined as 
WOuveeecein aha Gentisc practitioners 
Homan sy having adam: ting privileges and 
Dmaemy ©“=SpOnSt bility for =he care cf 
Mice riS.,  Clanesians will distribute 
their tine to subaccounts (subspecialties) 
hae wer 2ehan =o Mixed wards and clinics. 


(65) Borrowed and loaned labor must be distri- 
buted based on the number of davs in thar 
Stacus. Sach period of time in excess of 
(eecwesum oy Ue MOe Geeate= Ghan 8 hours will 
be charged 2s one day of work or service. 

(Ojeeeeac Tabor dast=2bu=:on shali be based or 
*he percentage cf the FTE work montana spent 
1m ach wOrKkK canter, not on *he number of 
hours worked per day, week, or nonth. 

(8) Civilian PTE work months. shail be deéeter- 
mined by the number of civilian personnel 
Sos daed 2using =h= meath. A civilian 
absent from duty, bat ina yes status, 
Shall be considerid assigned. 

(9) Nursing service and administrative personnel 
WHO RWOLK ON Mixed wards oF clinics nay 
distribute the:r tin2 ¢0 aS many as 7 
accounts. One of ths accounts to which they 





(Ref. 


Z 


Subst 


(10) Student personnel FIE work month di 


Mus]: Gastraibuce heir time would be the 
mixed ward or clinic account to which they 
are assigned. The mixed ward or clinic wiil 
[iver onecomame natrsec. COSt pool. The FTE 
work months accumulated in these mixed ward 
or clin: ¢ cost pools shall not De. discs 2 Die 
ed to thea subaccounzs (subspecialt+ties) until 
after ths Support and ancillary services 
expenses have been stepped down. 


| 
cf}: 
(D = 
| 


ao 
}-4- 
V4 


tion. Physicians and dentists duri 
second or latsr years of postgradua 

taining (residency) will be Gonsid 
percent UR Agee ThE £o account FAK ( 
Salary Expenses for Classtoom and 9 
Learning, epee ence! = The remainin 
percent is chargeable where patient 
provided. Before the star+ of their 
ear in eer training, physicians and 
entists will be 100 percent chargeable to 
that account. Other officer and enlisted 
students will be chargeable 100 percent to 
MiG ceowic Ir Gloster CUrELCNIS require’ a 
Poe agene Danes CreentscrOOl = iaina@erG tand COn- 
PVOeOuetO Didtieke Care Cr SUDDOErt is 
incident2l or minor. Other officer and en- 
listed students whos? princival duties 
require the performance of tasks normally 
performed by permanently assigned fe. sonnel 
Wili be 59 percent shargeable ae) nee 
eee wOrk center and 50 perc 

argeable to Account PAK. 


IN 
to 


Mm 


6 tM D cb w 
witlit4MQce 


* 


HOt AsAu 


4 
OMND GMD 
1) 
Q) i 
Oo 
ran 
flu 


“ct 
Q) 
iD 
\ 
” 


»$ 


2. Conversion of Full Time Equivalent Man- 


Tonene to Salary Expense. 


Po ower eeniS GS cChenlyspecconnel expense shall be 
that amcunt 9f funds obligated due to the 
employment of that employée during that month. 
This would include basic salary, incentive and 
icez ces degp ely, j2 vernment contribution mow penct:.ts, 
overtime, termination PAyYMeNntS, etc. 

B. Fach civilian's personnel sxpense Shall be 
charged to those account S Eo wnich have had 
d@steabuted that civilians STE man~month. 

Go WA He De NY menber's montaly, personnel expense 
shal hat anoune peesecraned 2h one DOD 
ene! COMERS 5 Scateasd eters lao Peres tha= 
Military member's grade and military department 
times the FTE man-aenth. 

D. Variance between actual ga and personnel 
expense computed from «he DOD Annual Composite 
een dak d Rates Tables shall be ignored for the 

Berpoge. 2g. 

pp.3- “14, 3-714 j 
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AP PENDIZ D 
ALIGNMENT FOR INTERMEDIATE OPERATINS EXPENSE ACCOUNTS AND 


BASES FOR ASSIGNMENT 


This appendix provides the sequence For closing in*er- 
mediate operating expense accounts. This sequence must be 
followed. $$ In general, intermediate operating expense 
accounts which render the nost serviste to other work cenrers 
are closed first. Accounts which receive «he nost services 
are closed last. Ft is important t> recognize that once an 
account is closed, it cannot receive expenses from any other 
intermediate operating expense account whoSe #2xperses have 


yet to be assigned. 


ACCOUNT BASES OF ASSIGNMENT 
1. Depreciation of Equipment As described in «he 
Depreciation Account. 
2. Command and Administrative Rawlo "Or Gach Teese ving 
Suppert Services aceouneo = UUlpe> of Full 
tine Squares ets han-months 
(excluding patients) to 
Dieesora. Dumper ioe full 
tine equivalent workmcenths. 
3. Personnel 5 ese Ratic of each GES Wf 26/6) 
Services (1) Vee oltre os SOWAno 200 c Zags 
ZOmuUne 2Oce square EoOe 
ag2 of the medical treat 
Men] facsas-y. 
4. Public Works (1) 
ae | Plant Perbele a ene Raete oa each 7 
Bpie= a =O, Of egies 2S, Pee omen =) (Sota fe atOOs = 
Ot her Sagineeriag Ado coer ne otal | 
SUDSOGCtweat ana. POk=:0n Sduere footags or the 
of Maintenance of Weal medical *reatment 
EBope=sey which cannot melo] olekin o 


ae identified with a 
Speci txze WOrk Canter 


Laie, 





Maintenance of Real 

Pao -meyeana manor Con- 
struction (includin 

Pao Vee us GOmetace BOt 
runded under 10 USC 
2674) which can be 
identified with a spec- 
iP TC owOrK. Cen Ter. 


Léases and Wental of 
Real Property an 
Facilities 


Transportation Services 


Materiel Service 


ae 


All operating expenses 
except equipment aain- 
tained neon trace Or 
installation provided 


Equipment maintenance 
Wwe cOuerace. Of a). )- 
vided by the installa- 


E2On 


peeeeke cians aneesan. 2) Giel 
Service (1 


bench stock 
qui pment 


ma 


Medical equipment 
Maintenance contracts 
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Ratio of hours (0 
percentage) of se 
rendered to each 
wmecevVarg acCcouny co 
chow total hours (O27. 
percentage) of service 
rendered to the 
medical treatment 

Sacey lost. 


rir 


vice 


ct tet oOQ 
Sow ayy Dp 
DM GQ iD ithe 

2D ae 


YP MO 1wW (Dd 
ee 
it 


Ql’ wcrO 
Dopod wrt 


f hours of ser- 

eceived each 

ENG  eCeOun: 72° 

at neums Of 
received by 

al treatment 


wW DP. 
moO 


<j 
pad t~-ct }4- 


tThetMetips wD rhicteectrhietyg 
} 


wy eM wD t 4+ yrpo°on 
C2 Tpw CY C)cr 

tDQAdO AQIS 

ce ud ct 


beg j-te 
e502) 


}- 


Ratio of each receiv- 
inj edecouln. ss Combaned 
expenses fer suppli¢s 
(except sussistence) 
ee nO Geo a eg Us p— 
ment to total combined 
2xpenses for supplies 
(except subsistence) 
ate tao SD ahe edits p= 
ment of the medical 
*reatment facility. 


Ratio of service 
dered to each re 
ee)0\ o( MioWerore lt) ramaee, 
Seeal Service = 
to the medical 
ment facility. 


t~«D 


Hoppa 
«bd 
Pu 


(0 Cum (Drs 


mw Dp 
i FR ae 


ct DM ct 


Ratio of hours of service 

rendered *o each receiving 
TESCOUReTseO the total hours 
of service rendered to the2 
medical treataent facility. 


Hide OmOmn NOUrS (oO:  Ser— 


vice rendered to each 
ee = Vee ea CeOU lee . 20 
flo Ouct shOUES, OF 


service rendered +o 
the medical treatment 
roa lal ean! aes 


RaceOnOr nOUrs (Cr . 
percentage) of service 
rendered to each 
eceiving account to 





8. 


32 


11. 


12. 


AS; 


V4. 


15. 


Linen and Laundry Service 


Inpatient Food Service 


Inpatient Affairs 


Ambulatory Care 
Administration 


Pharmacy 
Pathology 
Radiology 


@ene=ecal Sterile Supply/ 
Materiel Service 


eeeercenciral Sterile Supply 
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=Roweeocd BOWES. (Or 
percentage) of service 
rendered to the 
nedical treatment 
facie Cy. 


RebwOl, or PpOUndasS OF dry 
laundry processed for each 
Eeeei Ving account +o the 
tozal= pounds of laundry 
processed for the nedical 
trsatment facility. 

Pisces of laundry process- 
ed may be used as an 
alternative assignment 
basis cnly if conversion 
PO oOovrdco Or ky Laundry 
VEU Peon Di: aves In COSt, 

Ore Deol bled bY COntract. 


Ratio cf inpatient rations 
secved to each receiving 
VecoUuMmer ~ oO eno. Total an- 
patient rations served in 
rhe medical treatment 
Excite Ty. 


Ratio ef occupied bed days 
in @ach work center to the 
total number sf occupied 
bei days in the. medical 
Cas selene ae) Vat y 


Ratio of ambulatory 
atilent visits to each 
22el%i11g account Suprort= 
or record maintenance 
S52 Oral ViSics to 
Giana cs. 


ct itd HG 
a O Osi 


@) 
WM ctrh 
te 


of weighted proce- 
$5 requested by each 

EVD OeacCecount «vO .the 
Otal weighted precedutes 
DEOVeded bv @he Pharmacy. 


(D 6 fy 
CVeqer 
(iD Mi’ 

"NO 


Cth puso 


Ratio of weighted vroce- 
dures requested by each 
aeceEving ,accoun= CO tne 
tal weighted procedures 
ovided Dy Pathology. 


nod 


tury r"uoctt 


ates O SsOKe weighted prcece- 
ures requested by each 
BeselvVing aecounc to the 
otal weighted procedures 
DEov ede Vek adLOlLeqy.< 


Rae 20) OF SNOUTS “Or S=r 
vice rendered to ach 
siVvenqg account £0 


1 


6 (BD (D F°(D 
ODItva 


AOca il nCuLsS Cr 
“ce tendered by 
Scere 


CNCIA ctrl 


4 


v 
=o 
ply 





b. Central Materiel eee On Gels eo sas p= 

Service plies and equipment. 
issued to each receiv- 
Ina eceounce tS This 
metal Cost Value Of 
supplies and 2quinoment 
issued by Cantral 

teriel Supply. 


Ma 
16. Surgical Services Rac O OL mNOlUnse Os Siery2ce 
provided sach rec2ivin 
Teecouge co che: toral hours 
of service provided by 
SUS Cdecaue oorveces. 


De! 
2 


Wt 


17. Same Day Services Ratio_of hours of service 
provided each receiving 
account «to the total hours 
of service provided by 
Same Day Setvices. 


18. Special Procedures Ratio of procedures 
Services requested by each receiv- 
MidmeucieOUue <5 tas ote tl 
rocedures provided by 
pecial Procedures 
S=ev ices . 


19. Rehabilitative Services Ratio of visits requested 
by each receiving acccunt 
t> the total number of 
Visits provided by | 
Rehabilitative Services. 


20. Nuclear Medicine Ratio of weighted proce- 
dures requested by each 
Bee Lv ange COUN er ® sane 
total weighted procedures 
rovided by Nuclear 


edicine. 
LEG END: 
(1) These accounts shall be moved between the Depreciation 
account and the Command and Administrative Support Services 
account when the services are provided by contract _or by an 
installation support setvice (other than one nanned by the 
Mead2'cal t>catment fraciiity) . If mor2 than one account is 
moved, «he relocated accounts must ksep their relative | 
alignment. In those instaaces when housekeeping and jani- 
torial services are provided by both an in-hous? work force 
and by contract to the same ae sete medical treatment _. 
Facility, the contract expense will Be moved up in the align- 


ment as provided for abovs. However, no pertion of «he con- 
2ract expense will be allocated to the in-house housekeeping 
and janitorial services account. 

Meee 23 Dp.3-23 to 3-28 } 
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10. 


11. 


Dist 70 fF “Ker EkeNe £5 


U.S. Department of Defense; U.S. apts of Health 
Ecication and Welfare; Office o Managemen= and 
Budget. Report of the Military Health Cate Study, 


December 1975. 


0.S. Department of Defense. Department of Defense 
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